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LETTER OF TRANSMITTAL 


\ 


February 16, 1951 


Dear Mr, President: 


; We have the honor to transmit the report on policies 
and practices recommended to be followed by the Federal 


.Government in the communications field, which was called for 


by Executive Order 10110 of February 17, 1950, establishing - 
the President's Communications Policy Board, 


.. During the year since our appointment, we have 
examined many phases of the problems of national telecommuni-~ 
cations policy and practice, We have consulted the best- 
qualified Government and private sources, A small professional 
staff has studied special phases of the field. The major 
results of these consultations and special studies are embodied 
‘dn our report, 


The Board is in. unanimous agreement on the conclusions 


-. Respectfully submitted, | 
Lee A, DuBridge 


[oo WADI dam L, Everitt — 


a we James R, Killian, Jr, 


ce David Hy O'Brien 


—— , . Yrvin Stewart, Chairman 
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INTRODUCTION 
‘THE PROBLEM POSED 


Pressing problems in the operation of the nation's wire. and 


radio communications facilities led to the creation of the 


President's Communications Policy Board on February 17, 1950. 


In his letter of that date to our Chairman, the President 


-. declared that there is "a major public interest in assuring the 
adequacy and efficiency" of this vital resource," He noted the 


‘glose relationships of the telecommunications services=-radio, tele= 


phone, and telegraph--and the influence of governmental operations . 


on the system. The President therefore asked for a comprehensive — 
~ inquiry that would view the specific problems as parts of the 
" Mhroader problem of developing a total national communications 


"policy." The text of the President's letter follows: 


= "My dear Dr, Stewart: 


"Communications services represent a vital resource in 
~ our modern society. They make possible the smooth functioning 
_ of our complex economy, They can-assist in promoting inter- 
_ national understanding and good will; they constitute an im- 
| portant requirement for our national security. There is, 
' gacordingly, a major. public interest in assuring the adequacy 
and efficiency of these services. 


"Developments in this field during and since the war have 
. ereated a number of problems which require careful consider= 
> ation at this time, The extent to which the Government should, 
4° in time of peace, continue to operate its own communications 
.\ facilities 1s one such problem of current importance, The 
- question of merging the overseas operations of our commercial | 
communications companies also requires objective review, The 
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most pressing communications problem at this particular time, 
however, is the scarcity of radio frequencies in relation to the 
steadily growing demand, Increasing difficulty is being experi- 
enced in meeting the demand for frequencies domestically, and 

even greater difficulty is encountered internationally in ae 
attempting to agree upon the allocation of available frequencies 
among the nations of the world, In the face of this growing 
shortage, the problem of assuring an equitable distribution of 

the available supply of froquencies among all claimants, both . 
‘governmental and private, is rapidly assuming major prominence, 


"Problems such as these cannot adequately be considered on 
a piecemeal basis, They must bo viewed as parta of the broader 
problem of developing a total national communications policy, 
designed to assure tha most effective utilization of the various 
forms of communication facilities, and the full satisfaction. of -— 


those needs which are most essential to the broad public 
interest, An over-all, objective review of this entire situa- 
tion is urgently needed. 


"I am therefore establishing by Executive Order a temporary - 
Communications Policy’Board of 5 members to study and to make 
recommendations to me on the policies and practices which 
‘should be followed by the Federal Government in this field in‘ 

' order best to meet the broad requirements of this Board, In 
view of the need for early action in this field, I should like 
~ + to receive the Board's final report by no later than October 
‘31, 1950, 


"Tho Executive Order establishing this Board states that the 
Board shall study the prosent and potential use of radio and 
wire communications facilities by governmental and non-govern~ 
mental agencies, The Order further states that the Board shall * 

' make recommendations in the national interest concerning (a) Oe 
policies for the most effective use of radio frequencies by 
governmental and non-governmental users and alternative admini- 
strative arrangements in the Federal Governnent for the sound 
effectuation of such policies, (b) policies with respect to inter- 
national radio and wire communications, (c) the relationship of 
government communications to non-government communications, and 

- (ad) such related policy matters as tho Board may determina, 


~~ "I feol that the problom of radio frequencies will be one 

. of the most important areas for tho Board's investigations, I . 
hope that, as a result of its studies, the Board will be able 
to recommend possible means for conserving frequencies, as well 


a , as standards for determining the rolative priority of competing 
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claims for frequencies, and possible administrative arrange~ 
ments within the Government for assuring, on a continuing 
basis, a sound and equitable allocation of the limited fre« 
quency supply. 


"ZT believe that the studics to be undertaken by the 
Board aro of vital importance to the economy of this Nation, 
to our international relations, and to our national security. 
Iam suro that you will recoive the full cooperation and 
assistance of all parties concerned, : 


ins ie Sincerely yours, 


HARRY S, TRUMAN" 


Tho Executive Order referred to in the President's letter reads 


as follows: 
- “EXECUTIVE ORDER # 10110. 


ee i 
ees ; — 


ic WPRESIDENT'S COMMUNICATIONS POLICY BOARD 


‘UBy virtue of tha authority vested in me as President of the 
United States, it is hereby ordered as follows: 


“"L, Thore is hereby created a board to be known as the 
President's Communications Policy Board which shall be composed 
-of a chairman and four other members to be designated by the 
President. - 


"2, It shall be the function of the Board to study the 
present and potential use of radio and wire communications | 
facilities by governmental and non-governmental agencies and to 
make and present to the President ovaluations and recommendations 
in the national interest concerning (a) policies for the most ~ 
effective use of radio frequencies by governmental and none 
governmental users and alternative administrative arrangemonts 
in the Federal Government for the sound effectuation of such 
policies, (b) policies with respect to international radio and 
wire communications, (c) the relationship of government com- 
munications to non-government communications, and (d) such 

x related policy matters as the Board may determine, 


me 


EEN ER RASS A HT 


RESTRICTED 


Approved For Release 2002/01/04 : CIA-RDP84-00499R000700100001-8 ; 


Approved For Release 2002/01/04 : CIA-RDP84-00499R000700100001-8 


he 


; "3, The Board is authorized to hear and consult with 

. representatives of industry and the Federal: Government con= 
cerned with the subjects under study by the Board, All 
executive departments and agencies of the Federal Government 
are authorized and directed to cooperate with the Board in 

“its work and to furnish the Board such information as it 
may require in the performance of its duties, The Board 
shall protect the security of any classified information 
submitted to it. , 


; "4, Each member of the Board shall, while away from his 
“tome or regular place of business and engaged in the official 
business of the Board, receive actual traveling expenses and 
-. per diem allowances in lieu of subsistence in accordance 
with rates established by the Standardized Government Travel. 
Regulations, as amended, 


"5, During the fiscal year 1950 the expenditures of 
the Board and the traveling expenses and per diem allowances — ‘ 
of the members thereof shall be paid out of an allotment 

fs 2 _ made by the President from the appropriation appearing under 

if . the heading “Emergency Fund for the President" in the Inde= 

Pe ' pendent Offices Appropriation Act, 1950 (Public Law 266, 

: o Rie approved August 24, 1949); and during the fiscal year 1951 
~ the same shall be similarly paid from any corresponding or 
‘Like appropriation made available for the fiscal year 1951, 
. Such payments shall be made without regard to the provisions 
of (a) section 3681 of the Revised Statutes (31 U.S.C. 672), 
(b) section 9 of the act of March 4, 1909,. 35 Stat, 1027 

. (31 U.S.C. 673), and (¢) such other laws as the President 

may hereafter specify, - ee : 

ss 2 - "The Board shall terminate one year after the date of a 

this orcer, + ee 


"HARRY S, TRUMAN 
THE WHITE HOUSE, - aa _ 
February 17, 1950." 


et 


RESTRICTED 


Approved For Release 2002/01/04: CIA-RDP84-00499R000700100001-8 


7 ~N 


Approved For Release 2002/01/04 : CIA-RDP84-00499R000700100001-8 


6. 


impulses speeding through these facilities convey intelligence of 


‘all sorts throughout the country and to other nations of the world, 


When wires and cables aro used as the sole media through which 
they are transmitted, it is not difficult to control these impulses, 
Whon the transfer of olootrical onorgy is made by radio through the 
sicaidea popularly’ called the “ether,” serious problems arise, 


Many of these problems stem from the fact that the other is public 


property available to all the people of the world, and the further fast. - 


that there is a limit to the number of. SHegNOMENe Se wavos which ¢ can i 


travel through it without interfering with one another, 
If interference is to be avoided, it is obvious that both national 
and international users of the radio spectrum mist reach accord on 


equitable sharing of this limited medium. | Consequently, telecommuni- 


a) 


_ cations must be considered both from national. .and from an inter= 


national point of view, 


The telecommunications system of the United States is engaged 


basically in the transfer of information from one person to another, 


Yet information about the system is inadequate, As part of our 


studies, we have gathered facts that fill some of the important gaps, 
The recognition that there are othor gaps and that they too must be 


filled underlies several of the recommondations of policy and action 


which we shall make, 


aaa vactert 


“In” ‘our: quest for. solutions to the problems of TOL EP OMEELCERAORE 


wetsurveyed the facilities available “today and the difficulties 


RESTRICTED 


Approved For Release 2002/01/04 : CIA-RDP84-00499R000700100001-8 


TEINS REE A PETC RE I ET FT TSI TEE RRR ORNS eM SET: nt SRR CNSR TER EE REPRE SR A 


Approved For Release 2002/01/04. : CIA-RDP84-00499R000700100001-8 


7. 


encountered in their operation, reviewed the troubles that have caused 
growing pains in the development of the system, and sought symptoms 


of future ills, 


~ —~~Both private and public agencies operate in the telecommmnications © 


system. We have found ineseapable evidence of serious difficulty, 


not confined to the United States alone, but international in scope, 


in the management and use of the worldwide but limited resource of 


the radio frequency spectrum, There is indication of economic danger 
for some private companies, and of a lack of help on the part of 


Government agencies in avoiding that danger, There is evidence of 


confusion of responsibility among Government agencies which from time... ~- 


to time have been established for the regulation of parts of the 


system. These are principal among the disconcerting facts which our 


_gtudies. have. disclosed, 


— 


Not all the facts are disconcerting, however, We have also found 


- reason for no small amount of encouragement, There are many--and they 


are among the largest--areas of the telecommunications system, both 


_ Public and private, in which standards of efficiency, aconomy, and per- 


formance are superb, Thore is a spirit of cooperation among the com- 


ponent organizations--public and private, There is in existence an 


administrative structure which, if properly strengthened, can become 


ai effective central instrument to foster a vigorous telecommunications 


system, 
, : = 
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Special Problems of Zelecommunications 


Telecommunications present a special combination of technological, 


economic, social, and political problems, The telecommunications 


system as a whole, public and private, depends to an unusual degree 


upon a technology which is changing and growing with marked rapidity. 
The task of adjusting organization and practice to take advantage 

of these technological advances and opportunities is complicated, 
howevor, by the intimate connection of telocommunications with both 
the national security and the Saterhe tional relations of the United 


States. Political considerations may require commercial carriers to 


maintain wnprofitable circuits to certain overseas points, Economic 


prospects may counsel against heavy investment in the latest and most 


., expensive high-speed cable equipment, yet the requirements of national 


. defense may justify such an outlay « 


The radio sector of our telecommunications system is further 


complicated by the fact that radio operates in the public domain, 


of - 


The possibility of interference necessitates domestic and international 
efforts to arrive at agreements for the apportionment of radio fre= | 
quencies, Here again, ‘efforts to take full advantage of new develope 
monts must proceed in the short i within the limits of oxlating 


agreements, arid may be hampered or helped in the long run by the results 


4 : : 
of offorts to negotiate new ones. 


Special economic pressures have borne heavily on some of the 


nation's telecommunications companies, " Air mail and long-distance 
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tolephone service have reduced the potential aopend for tolegraphic 
services, American companies Sapaesa in overseas operations havo 
been competing with each other for markets and in dealing with 
foreign aonopollees In this latter case, American companies have 
net with a special obstacles The competition among American firms 
offers foreign monopolies the opportunity to play Amorican competitors 
off against each other, The Federal Government's own international 
telecommunications network, which has grown to vast proportions in 
recent years, tad handled traffic which might have been sent over 
are carriors. | 
2 | ; y The merging of private companies engaged in international radio 
| “and cable communications has at times been advocated as a way of 
| easing their position, In the domestic field, merger of the tolegraph 
companies has already occurred. It has been further advocated that 
- the merged company acquire the record communicetions business of the 
- telephone company br aed See and leased line 
sorvices. 
fe ; bo es a Continued operation of the privately owned companies is essential 
~ oe -. to the national security, but nowhere do we find provision within the 
Government to insure that Government policies do nee inadvertontly 
affect the economic well-being of these companies, 
‘ ‘We have found that: the Federal Government. haa oncountered many 
‘difficulties in its efforts to keep up with the growth ane increasing 


complications of the nation's telecommunications atructure. Some of 
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these difficulties are Aiggostcd tn the chapters on domestic and 

international aiaoeuiunicat iene, 
Technological progress in telecommunications is so rapid ‘that it 

could quickly alter the character of the entire structure. This 

fact requires special vigilance on the part of the regulatory agencies, 


‘Specific Issueg 


For analysis, we resolve these general problems into five specific 


issues, They are: 

‘1, How. shall the United States formulate policies and plans for 
guidanee in reconciling the conflicting interests and needs of Govern- 
ment and private users of: the spectrum space==that is, for guidance in 
making the best use of its share of the total spectrum? 


2, How shall the United States. meet the Serene problem of 


. Managing its total televonmmications resources to meet the changing 


demands of national security? 

a How shall the United States develop a national policy and 
position for dealing with other nations: in sooking international tele- 
communications dercendnts? bee | 7 


° he How shall the United States develop policies and plans to 


foster the soundness and vigor of its tolecommunications industry in 


the face of ‘now technical developments, changing needs, and economic 
developments? . 


5, How shall tho United States Government strengthen its e ongant- 


* gation to cope with the four issues stated agai 
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Tho first four of these questions require bricf explanation, 

1: Regonciling Use Uses _of of the Spectrum, This task--which is know 
as frequoney ‘management--is o one of ehorthous technical complexity. Dif- 
ferent portions of the spectrum have radically different propagation 
characteristics; that is, their range and dependability vary. Somo 
are aanbie for long-distance and others only for short-haul purposes, 
Their efficiency also changes from night to day, and from day to day, 
and is affected by sun spots and by atmospheric conditions, 

By better management of the spectrum, mich more could be done fe 


with frequencies now available. There : opportunity for more effective 


. sharing of frequencies, for more intanaive use of individual froquencies, 


and increased economy in kilocycles assigned to each circuit, 
The assignment of space in the spectrum among: private users (ine 
eluding state and local but not Federal Government aenteloe) is a 


rosponsibility. of the Federal. Communications Commission (FCC), The 


total enount of such nhece ayer Peele for Bear eomenty however, is not 
dotermined by the FCC, In effect, it is determined: by the Fresident, 
' who is responsible for the assignment and management of those fre~ 


quencies used by Federal Gavernment agencies. The Interdepartment 


Radio Advisory Committee (TRAC) is the instrumentality through which 


frequencies are assigned to Federal users, Thus far, no national 


policy has existed to agmatd this dual control of a ‘single resource 


en 


and thus to aid in governing “the apportionment of ae between private 


users and Government users as groups, No. 2 oriteria have syeen established 
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for use in choosing between the conflicting needs of a Governmerit and 
a non-Government user, 


2. National Security, In the present period of recurrent crisis, 


--$4. 48 likely that we shall be faced with a continuing problem of ad- 


justing the use of telecommunications--especially radio frequencies-- 
to what may be violent fluctuations in the requirements for national 
security, Indeed, we may face a situation in which the President's 
emergency powers to control, take over, or close down communications 
facilities will have to be invoked, and arrangements for the delegation | 
and exercise of those powers will be essential, We may also be faced 
with the ngecaasty of creating wholly new tsieecumintontions facilities... 


"he 


Telecommunications of course play a major role in the economic and - 


cultural life of the nation, They are the vital nerve system of 


our modern military establishment. When spectrum space is insufficient 


at 


to meet both the full needs of national socurity and the full needs of. 


other affaira, ae latter must give way to the former. When the emer- 
gency has passed, frequencies and facilities mat be restored to 
civilian use. To create an ad hoe agency to meet each crisis would 

be a clumsy expedient at best, and indeed, the problems of transfer . 


and retransfer of epeouras Space and of facilities for using it are 


~ too complex for ad hoo control ‘to be saeuaata- A continuing mechanism 


to deal with this situation is. needed for the foresecable future, 


ae ‘International Agreenents. Just ag the United States has no. 


-ehear policy ‘for apportioning its,owm share. of spectrum space, 80 it 
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has lacked satisfactory means of determining policy as a basis for negoe 
tiations with other nations, ‘The United States, in preparing positions 
for international negotiations, has in effect asked Federal and other 


claimants to state their needs, and then presented the total as the 


’ United States requirement. In those portions of the spectrum where 


the total of these requirements has been small enough to be accomno-= 
dated along with the needs of the rest of the world, our delegations 
‘to conforences have had a negotiable position, In some cases, however, 


the total stated requirements have exceeded not merely those which 
wiv : 


could reasonably be put forward as_the proper United-States share, but. 


have actually exceeded the total physical content of the bands, Further- 
more, there is no permanent mechanism by which the stated requirements 
of United States users can be adjusted with equity and safety. The 


imperative need for means of making such adjustments hardly requires 


elaboration. 


4, Maintaining a Sound Industr « The private telecommunications 


‘industry of the United States is one of the nation's nost valuable 
assets in peace or in war, The normal life of the country is supported - 


and facilitated by it in numberless ways, In abnormal times, the in= 


~ 
~ 


dustry can' place at the disposal of the nation its large reserve 
capacity, built up because of its competitive structure, This capacity 
‘Helps to take up the immediate surge of military requirements, The 


industry can release radio frequencies, cable capacity, and other com- 


“munications facilities, when required for Government’ purposes, without 


af * 
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seriously affecting its ability to carry the-civilian load. 
It is essential that the industry be in sound economic condition. 
Some of its components, however, have faced serious difficulties. To 
meet these situations, the companies have from time to time taken 
* 2 . . individual action, and from time to time Government has been of assis- 
tance to them in rate adjustments and other Ways. : 
‘ But there has been no long-range otudy. of, the ausstion, 6 long-= 
range planning. No agency of Government is in a position to take a ~~ 
Seal teahanaive view of this problem, No agency is qualified to advise 
the President in fields-where the interests of private and Government 
telecommunications isereera te conflict, Meanwhile, in the absence 
of guiding policy, the action of Government agencies could Javieuay 
handicap the industry. | 
vote! ~ Scope of the Study 
| = We have spent nearly a year seeking answers to these four problems 
and also to the crucial question Number 5-="How shall the U. 3, Govern- 
ment strengthen its organization to cope with these four issues?" 
-In this study we found it neceasary to collect a large volume of infor- 
* mation--seme of which was not Aasiig aveniabie in public documents, 
We were fortunate in securing the services of an extremely competent 
staff and we received most cordial cooperation from all Government and 
‘private agencies whom we consulted. Many agencies went to great lengths | 
to supply detailed data on various phases of the problem. 


\. The most pertinent information which we collected is summarized in 
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the succeeding chapters of this report, and wo have given particular 
attention to those subjects not adequately covered in existing litera- 
ture, And yet there ae many important phases of the subject which 
we have covered only too lightly, in some cases because there already 
exists available public information, but in other cases because we. - oe 


did not have time to carry out the extensive research necessary for 


.. an adequate treatment. In fact, as our study progressed, we became 


’ more and more aware of the great complexity of the problem and of 


the fact that no temporary or part-time board could do justice to the 


entire problem, 


 Gritical to this study was an invastigation of the nature and 


extent of the actual pressure for additional space in the radio fre- 


sod, 


quaney. spectrum, The - paces of the situation presented in Chapter II 


is one. of great ‘comploxity. - In many bands there is extréme congestion. 
‘The. competition for frequencies for radio broadcasting and for tele- 


“vision ig well know to all. Less well know but also critical is the 


situation in the band suitable for very long range. conmunication=-4 to 


27,5 megacyeles. Tn this band not only is there great need for many 
OICUE NS but, because of propagation characteristics, two stations 


| thousands” ‘of miles apart may still interfere with each other if they 


operate on the same or adjacent froquencies. The problem immediately 


Bocomes one for complex international. negotiations, 
Tho: degree of spectrum crowding . varies enormously in different 


parts of the spectrum and in different parts ef the world, And opinions 


RESTRICTED 


- Approved For Release 2002/01/04 : CIA-RDP84-00499R000700100601-8 


Approved For Release 2002/01/04 : CIA-RDP84-00499R000700100001-8 


16. 


vary as to how serious the situation now is. But no one denies that 
4t is getting worse and will continue to do so, Only vigilant in- 
telligent management and vigorous pursuit of new technological possi- 
bilities can prevent possible future chaos, 


In Chapter III we turn attention to an analysis of the U. S, domest’ 


-wire and radio telecommunication facilities, tracing their technological. 


- development and the economic problems they face. These facilitics are 


very largely privately owmned--though the U. S. Government is a most 
substantial customer, But the great bulk of the facilities available 
for public mossage servico~-tolophone and telegraph--are owned by two 
eres regulated but competing monopolies--the American Telephone ata 
Telegraph Company ad the Western Union Telegraph Company. These two 


companies perform an invaluable public service, and it is important 


for the Government to make sure they are intelligently regulated so 


that the public and the Government may continne to receive the benefits 


| of the irreplaceable service they supply. 


We believe that this service can best be insured by retaining 
the present system of private ownership. . | 
_ The field of international telecommunication - (Chapter Iv) offers 
far more puzzling problems, Thus, while the United States end of 
overseas radio telephone service is in the hands of a single company 
(the Bell System) , radio and cable telegraph services are offered by 


several competing companies, Fluctuating international political and 


ecdnomic conditions, the rapidly growing use by the U, S. Government of 
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international communication facilities (many of which are Government 


owned), competition for space in the crowded Long-range radio communi = 


cation spectrum, and many other factors have led to serious problems 


whose nature and extent are only too inadequately outlined in this 


report, But thoy demand urgent attention by the U. S,. Government, 


and wo have recommended policies and mechanisms to help solve these 


continuing probloms. . oe : 


The nature and functions of the various existing Government 


agonicies concerned with ‘telecommmnications have been given dotailed 


- examination (Chapter V). We find a complex pattern of such. agencies 


with oven more complex interrelations, It is a structure which has 


multiplicity of control, overlapping interests, and is a structure 


“dnadequate to mest tho ever more complex problems of this field, Wo 


believe the structure can be rendered coherent by the creation of 4 — 


new executive. agoncy and wo set forth in some detail cur proposals 


for the creation of this BREHOY 


Finally in Chapter VI, we set forth eer and ‘proposed telecom. 


~wunications policies in the hope that they may serve as a starting 


: “point for the development of policies to guide present and future | 


_agencies, public or private, which deal with tolecommunications. | 


ca > ReastauereDt Oo ae tk), ee 
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Conclusions 
On the basis of our studies, we have reached the following 


conclusions, 


ed A. As to the pressures on the radio spectrums 
i. Pressure on the radio frequency spectrum is steadily increarin 
‘ as a result of the greater use of radio in teleconmnications, 
2. The means on which we-have relied in the past for managonent 
' of the spectrum are no longer adequate to resolve in the best national 
interest the problems produced by this increasing pressure, The 
~ current difficulty growing out of the search for suitable space for 
television broadcasting in itself emphasizes this inadequacy. | 
- _ ae Bs Measured in terms of spectrum space rather than in number 
| of discrete frequency channels, the Federal Government's share of the 
spectrum, enco not so great as is commonly believed, ‘is nevertheless 
» large. While we Bo not know that. it is out of proportion to the 
| Government! s responsibilities, it must have the most adequate justifi- 
pation a foe sso as management if the Breast: peneta is to be obtained — 
: on it. | AeA 
? he There is need for a continuing eae 
requirements of Federal Government: users both among themselves: and in 
“relation to the. requizenents of other users. . 
5, The recent rapid worldwide growth of telecommunications, com-_ 


ay 
bined with the needs of the current national _oniergsney, makes the ; 
ts Ba resolution of these problene a matter of great urgency. 
Re ; Sn 
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6. ‘The res elation of thage problems can-be secured only through 
adequate, enorgetic management, which demands that the Government 
‘organize itself to take a comprehensive view of the telecommunications 


field, 


B, As to United States teleommmicatdons at home t 
1. The telephone system of the United States is a. financially — 
le - sound, multi-billion dollar industry consisting of the Bell System and 
5,000 indepondent companies, This coordinated system is providing the ~ 
nation with what is admittedly the. best tolepltone service in the world. 
It is steadily improving that service by aggrossive technological 
_ . advancement. In view of the hoalthy condition of the +eliephans systen, 
we conclude that no changes in Government procedure for insuring ade= 
; ante service 4n the national interest are ‘necessary. 
Ss Fe . “2, - Tho telegraph system of the United States has experienced 
economic difficulties owed in part to the expansion of other means of 
rapid communication, ‘The recent return of the principal telegraph — 
aans to profitable operation, in part because, of improved managemen’s 
* and modernization of its plant and e part because of greater general 
business activity, is encouraging, This current improvement in the 
a position of the industry affords an oppor tunity to develop information 
rleeded for sound, long-range planning to avoid future difficulties, 


“We believe that sound management and vigorous technological development 


can contribute further to the stability of the’ domestic telegraph ‘system, 
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3, The effects of. the administration of the Commmications Act, 


of 1934 relative to reductions of telegraph service through tha ~~~ 


closing of unprofitable offices or through substitution of agencies 


need further study, Western Union maintains that the restrictive 


application of present legal provisions places an'undue financial 


burden upon the company which it can 111 afford to bear; representa- 


~; Aes . of labor contend that too great a ‘degradation of service often 


has ‘followed ‘the substitution of agencies for offices. 


4. Rates for the telegraphic services--telegram, TWX, and private 


leased lings=-are given regulatory approval without adequate knowledge 
‘ of the costs of is I services, Also, in passing upon long- 


. distance telephone rates, the Federal. Communica tions Commission should 


inform itself of the probable effect of proposed changes upon the 


position of the telegraph industry, and upon rates. for. local. telephone 


service. 
5. We have looked earetusly into the proposal that our telecom- 


munications industry should be divided clearly into two parts, one 


Nise, 


“dealing exclusively with "record" communications, the other with com- 


"munications by nyoleo." Our examination of this question has shown 


that such a dividing Line is very difficult to draw, and we have con» 


cluded that the attempt to reorganize our teloecommunications system on 


ths basis of such a distinction might result in effects on the system 


going far beyond the initial intention of any such division, The main 


“porte of contention today is the fact that the telephone ‘company offers 


‘RESTRICTED 


Approved For Release 2002/01/04 : CIA-RDP84-00499R000700100001-8 


Loo GPRD Nee PST RRP SLE ma IRE Sun 


Approved For Release 2002/01/04 : CIA-RDP84-00499R000700100001-8 


Ale 


a form of record communications--TWX and private-line leases--which 
competes with messago-delivery functions of the ‘Cinaeark company. 
We its that Congress in 1943 amondod tho Communications Act to permit 7 
acquisition of this form of service by the telegraph carrier. Thus 
the companies involved are free to negotiate an agreemont to make | 
; this change, subjeot.to approval by the FCC, We believe that this 7 
matter should bo determined by the normal processes of negotiation, 
6, The operation of laased domestic telecommmnications networks 
. by the Federal Government for the transmission of Federal Government 
' messages is not, strictly speaking, compotitive with. the. operations 
of commercial telecommunications sompaniea ». In its teletype networks, 
the Governmont is taking advantage of volume rates offered by the tele- 
“communications companies in the same manner as can any other customer 
. with large volume requirements, The eseceauent should continue to take 
full advantage of the most efficient and economical rates and conditions 
: “of ‘service which are available to any large user. “While it is important 
that the Government seek the most economical means of handling its own 
*" conmunications, it also is of great importance that it continue its 
Heesent policy of using privately owned facilities rather than building 
Ze ear a. Governnent-owned competing network, | 
. o as to United States ie Seaipansice Hous abroads 
ea “a, the Government should adopt the poliey of nainteining the | 
atweneth of the private competitive international communications system, 


3 7 ions ee 
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— \pitaty: ‘for implemonting this policy. . . : PE 
3. Urgent raGoumendabiions have been made to Congress that legis-~ 
lation be enacted to permit companies in the international cable and 
radio field to merge. One of these calls for a single company to 
handle all United States domestic and international record commmicatic . 
“> thus PEONANINE an integrated system. We. find no imperative reasons 
calling for an immediate merger of these companies; we conclude, on the 
contrary, that recent Amprovenents encourage a continuation of their 
present independent status, Moreover, in our judgment, a period of 
_ partial mobilization is not ‘ good time to undertake a reorganization 
of these important components.of our communications system. Our conclue. 
‘shone in sgnard to merger are based on conditions as we now find them 
and can project thom. We recognize, BONOWErS. that the situation can 
= change and that the welfare of our communications) Byatem demands constant. 
-attontion oa the condition and stability of these companies. We are 
: i _ : . mindful of. the strong conviction held by informed members of Congress 
7 and others that merger is dosirable, We have ascertained that interestod 
‘Government departments are divided in their views on the subject. While 
we believe that the rintdona: interest does not at this time require the 
err ae existing prohibitions against merger, we rocognize that changii:. 
&onditions may provide compelling reasons for a merger later on, If so, 
their anticipation by: adequate study and legislation will be essential, 


The kind of merger which might thus be indicated, as well as the timing 
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of it, may be dictated not only by normal economic forces, but by 

the wisdom of the Government's ow policies vis-a-vis the companies | ~~ 
and by technological developmonts, Technological dovelopmonts may in 
fact prove to be the conclusive factor in determining tho future of 


these companies, : ; oe ee 


D, As to Government organization: 
1, Fundamental changes in telecommunications requiro tho overhaul 


of Government machinery for formulating telecommunications policy and 


- for administering certain telecommunications activities in the nationai 


. interest. 


2. Tho Communications Act of 1934 established a system of dual 
control of the radio frequency spectrum, This dual control arises 
largely from the fact that the regulation of private telecommunications 


is a function of Congress exercised’ through the FCC, while the operation 


. ata : 
_of Government telecommunications is primarily a function of tho Executive. 
For oxamplo, the assignment of frequencies to military sorvices is an 
exercise of the President's powers as Commander-in-Chief of the Armed 


’ Forces, 


3, The Foderal Communications Commission, though needing further 


strengthening, shold continue as tha agency for regulation and control 


of private users, 


ihe The President has exercised his power to assign. frequencies 


. through the Interdopartment Radio Advisory Committee, made up of 
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sel 
representatives of the using Governnent agencies. While this Conmit- 
tee should continue as a forum to arrange the use of the spectrum in | 
such a way as to avoid interference, it‘is not an adequate means for 
keeping in order the large portion of the spectrum occupied by Gov- 
ernment agencies, — ) 

5, The Telecommunications Coordinating Committee has served a 
useful function and should continue as a mechanism for interdepart- 
mental discussion of telecommunications matters, 

6. The whole ceverrment tolocommunications structure is an un- 


coordinated one and will be even less adequate in the futuro than it 


has been in the past to meet the ever growing complexities of tele- “Sy 


communications, A new agency is needed to give coherence to the structur.. 


%, There is need for a better determination of the division in the 


national interest of frequency space between Government and non-Govern- 


ment users. To achieve thet end, cliesa cooperation’ between the Federal 


tee 


- Recommendations 
; “ amamenanenal 


1, There should be established in the Executive Office of the 


President a three-man Telecommunications Advisory Board to advise and 


- assist the President in the execution of his responsibilities in the 


>. tolecommunications field, This Board should earry out the planning and 


executive functions required by the President's powers: to aseign radio 


Communications Commission and the proposed | new BRENCY will be neneneerys : 


ftequencies te Government ‘users, and to exercise control over the nation's 


aes a Oe: 
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sai Sedunaua eatione facilities during timo of national emergency or 
war, It should stimlate and correlate the formulation of plans and ae 
policies to insure maximum contribution of telecomminications to the 
’ national interest, and maximum effectiveness of United States partici- 
pation in international negotiations, The Board should recommend 
nocessary legislation to the President, and advise him on legislation 
in the telecommunications field. The Board should stimulate research | 
on problems in the telecommunications field, It should establish and 
monitor a system of adequate initial justification and periodic rejus- 
a , wes tification and reassignment of frequencies assigned to Federal Govern- 
- mont users, and, in cooperation with the Federal Conmuniestions Commis- 
“slon,” supervise the division of frequency spoctrum space between 
as 7 i ‘Governnent and non-Government users, While we believe that a three-man 
board is snd beediis. We aeeomiee the: possibility of appointing one 
_. Man, @ Toleconmundeations Adviser, to exercise the functions of the 
"proposed board. | - ee - - 
| 2, The Federal ona toa ysone Commission should be strengthened 
te funds and‘ in ovgenivational structure so it can bettor carry out ita 
rate under the Communications Act of 1934, and can. participate nore 
_. fally = Government-wide formulation of policy. 
3, iacropriats units within the Department of State should be 
TL evonithansd for the better performance of the functions of the Depart+ 
‘nent relating to telecommmnications, | : 7 


oe 4 awa aes he ‘Other Federal departments and agerotes which have 2 large 
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telecommmications interests also should strengthen thelr machinery 


_ for formilating telecommunications policy, and for relating that policy 


“to the other policies and programs served by telecommunications, 
5, The Federal Government should step up its program for conduc- 
ting and stimulating research in telecommunications, especially in those 
flelds bearing on iiepadetion’ and frequency utilization, Such studies 
‘would make it possible for the Government to take economic or techno- 
logical changes promptly into account in revising policies for pra- 
_gerving ‘the vigor of our private communications Sompandea: 


6, The proposed Telecommunications Advisory Board should give 
a : 


‘special attention immediately to the stimlation of technological 


developments which will still furthér strengthen our overseas communi-= 


-eations, It should also formulate policies which would insure that 


: these new technological developments will be used in behalf of the 


| nation as a whole, its industry and commerce, its security, and its 


‘cultural exchange, 


7%, Policy of the United States' should be based upon the following 


-. fundamental propositions: 


a, The radio frequency’. spectrum is a world resource in the — 
public domain, Our Government must adopt policies and measures 
ite ineure that this resource is used ig tie beet interests of 
= ‘the nation, with due regard fo. thocheede and rights. of othor nations, 
| be The United States, ainoat alone among the nations of the 
¥ ‘world, relics on privately beeen a companies to 


\ 
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play the principal sat in the country's toledotimunications 
system, It should continue to be the policy of the United 
States Government to encourage and promote the hoalth of theso 
privately owned companies as a vital national asset, 
6, The United States telecommunications system ie ceasnttal 
to the national security, to international relations, and to the 
| _ business, social, educational, and political life of the country. 
aa Hence, Government must romain alert to the problems of this 
ae, . " syaten, and be prepared to support measures necessary to insure 
| tho continued strength of the telecommunications system as a ji 
whole, | . 
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CHAPTER II 


PRESSURES ON THE RADIO SPECTRUM 


The use of radio frequencies for communications has expanded = 
tremendously since Marconi first bridged the Atlantic with his 
historic wireless signal on December 12, 1901. Research and de- 
velopment in the ‘past quarter-century have been responsible for most 
of the additional utilization of the radio spectrum, 
oT In the sata immediately following Marconi's achievement, it 
was thought that only a few frequencies in the lower portion of the 

radio spectrum were suitable for communications and that they could 
__ be employed only for limited purposes, . ‘ ee 
* ‘The. Berlin Radio Conference of 1906, for example, considered 
Hite tie frequencies--500 kilocycles (ke) and 1,000 ke--and discussed 
them only for ship-shore telegraphy. By 1912, the time of the 
. London Conference, use of the spectrum had broadened somewhat, 
_. ranging from 150 ke to 1,000 ke, In the early 1920's, even after 
i broddciating had begun, frequencies above 1,500 ke were still con- 
sidered of little value for commnications, but later in the decade 
_hew emphasis on high-frequency operations and a general spurt in 
demand for all communications led to a rapid exploitation of 
- additional portions of the radio spectrum, | 
the extension of use of the spectrum is summarized chronolo- 
gically in the following table: 
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“Yoar ee Incident | Usable Radio Spectrum 
1901 _—s_ Atlantic bridged | 
1906 ' Berlin Radio Conference _ 500 ke and 1000 ke 
1912 London Radio Conference 150 ke to 1000 ke 
1927 Washington Radio Conference 10 ke to 23,000 ke 
. 1932 Madrid Radio Conference 10 ke to 30,000 ke 
- "1938 Cairo Radio Conference 10 ke to 200,000 ke 
1947 Atlantic City Radio Conference * 10 ke to above 30,000,000 Fr. 


The development of so valuable a natural resource as the radio 
"frequency spectrum is a matter of paramount importance, Despite 
technical and operational Laphovensnta thetdenend for freqisncies 
‘has steadily crowded the supply within the usable spectrum, The 
use of this resource should have the most careful planning and ad- 
ministration within the United States and in cooperation with other 
countries. Unfortunately, guidance and administration often have 
‘been inadequate. 
The Radio Spectrum | 
A determination of the possibilities for greater use of the \ 
radio spectrum is a very complex undertaking. Each use of it, 
whether an international broadcast carrying a news roport thou- 
‘sandd of miles, or the signal of a short-range navigation beacon 
“paling flecks of light on the receiver aboard a ship almost within 


- shouting distance, requires the establishment of a channel in the 


spectrum, Contrary to the layman's opinion, the presently usable 
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spectrum (10 ke to 30,000,000 ke) does not offer an unlimited nun- 
ber of channels. Consider the spectrum as a slice of the North 
American continent a hundred miles wide “running straight from the 
East to the West Coast, Each channel may be thought of as a hi ghway 
through that stretch of land. Some of the highways are narrow, 
“ome wide, but each must be somewhat wider than the vehicles using it. 
os a major danger to understanding of the problem arises. Tho _ ; 
7 = radio spectrum embraces nearly 30 billion cycles, Standard practice 
| ‘refers to radio channels in terms of aingle frequeneies, Hence hasty : 
judgment easily assumes millions of frequencies as efficiently avail- 
| able and wonders why there should be any problem. Another glance at 
the slice of the continent and the highways will make the matter 


3 
| 
| 
1 
| 
i 
| 
| 


clear. A center line runs along each highway, just as a center fre- 
quency lies in each channel, ‘The hundred-mile slice of the continent 
= = would accommodate a vast number of white lines--oven though that num- 
‘ber would have ultimate limits, To think of the white lines rather 
...than_of highways leads to confusion, The radio channel occuptes-more 
than the center frequency by which it is identified. 
Each usable channel thus ‘consists of a relatively small, but a 
specific, part of the radio spectrum. Depending upon the traffic it 
< to carry, it may be only a few cycles or several million sais 
- wide, In the language of engineering, the total channel width (or 
bandwidth) neediecd for a transmission of energy is the number of 
= ise embracing 99 a cent of the total ‘radiated power extended 
} - RESTRICTED — 
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to include any discrete frequency on whieh the Gover is at least 
0.25 per cent of the total radiated power, In double sideband 
-emission (the rere used in broadcast transmissions of intelligence), 
the channel width is twice the departure (tolerance) of the actual 
-aeseatind frequency from the reference or assigned frequency gine? 
‘tuiice: the bandwidth Saquiived to convey the particular intelligence 
desired, The frequency tolerance is usually specified as a number 
of cycles which is a percentage of the reference frequency, and thus 
increases with the number of cycles representing the reference fre- 
SRghioys the specified idiehanes seus is the best it is practical 
for industry to meetin the design of equipment. 
If the total U.S, requirenents in terms of channels of various 
; widths were known, reckoning the spectrum possibilities would still 
ae - be exceedingly difficult because of the complex and varied manner 
in which radio signals travel from the transmitter to the receiver. 
In radio propagation, energy fed to the transmitting antenna pro- 
duces electromagnetic waves in the space surrounding the antenna.” ~~ 
The energy radiated into space can be used to convey intelligences. 
These waves travel away from the antenna with the velocity of 
light, There are three principal ways in which they may pass from _ 
_ transmitter to receiver: 1, the Ngky wovest which ayele aap to 
donized layers in the earth's upper atmosphere (the ionosphere) 
whence it is reflected back to the earth; 2. the "ground wave," 


k 
which travels along the earth without influence of the ionosphere ; 
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and 3, the "direct wave," which travels as its name implies, on 
the line of sight. Most long-distance radio transmissions:consist 
of the sig wave and most short-distance transmissions consist of 
the ground wave. Many are a combination of al} three. 
Frequencies below about 300 ke (VLF.and LF) are used for long~ 


distance ground-wave transmissions, particularly in regions such 


as Alaska where physical conditions make blackouts of sky-wave 


common, Frequencies from about 100 ke to 3000 ke (LF and MP) 

generally are used for ground-wave transmissions for moderate dis- 

tances over water and moderate to short distances over land, During 

the night, frequencies from approximately 1000 to 3000 ke generally 

are guitable for sky-wave transmission up to about 200 miles; in daytine, 
frequencies_from about 3 to & mogacycles (Mc) usually are satisfac- 


tory for this distance, Long-distance sky-wave transmission gen- 


erally is the most effective for frequencies from 3 to 12 Mc (HF) 


during the night and. 6 to 25 Mc during the day. Frequencies from 3 


to 30 Me are used for ground-wave transmissions for relatively short 


‘Aistances over land and moderate distances over water, Those from 


30 to 300 Me (VHF) are usually employed for short-distance ground- 


"wave and direct-wave or optical path transmissions, Frequencies 


“erore 300 Me (UHF, SHF, and EHF) are limited in use to distances 


not greatly exceeding the line of sight. However, there may. be 


transmission to greater distances by way of the troposphere, . 
h oo. ; 
Simple arithmetic, obviously, is not alone enough to determine 


the possibilities of use of the spectrum, 
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Although the parts of the spectrum are not of equal usefulness 
es for all purposes, each is in sufficient demand to give rise to 
allocation and assignment problems, Use of the high-frequency portion 
of the radio spectrum (4 Me to 27.5 Mc) presents the most sericus 
difficulty, because of the multiple applicability of this portion 
for medium- and long-distance eal ocenaantenticas, tropical and long- 


distance broadcasting, and other services, and because of its inter- 


~ 
~ 


national aspects. Further, frequencies cutside these limits are in 
eeneral not suitable Apsti tates. The possibilities of the high- 
| frequency spectrum have to be measured in terms of possible circuits 
' rather than frequencies since, in general, more than one frequency 
assignment is required for each circuit. The number of possible - 
circuits which can be carved out of the spectrum depends upon the 
\ type of circuit desired (radiotelephone, radiotelegraph, etc.); the 
geographical location of the terminals; the time of day, season, phase 
of the sun-spot cycle; the amount of power used; the type of antennas 
used; atmospheric noise; questions of possible interference; number 
ny "og circuits operated is the agency; efficiency and effectivenoss of 
“equipment and operators; availability and correct use of propagational 
| data. _ | 
h To provide continuous 24-hour-per-day service for the average _ 
cireuit over & sun-spot cycle, it may be necessary. to use five or 
mor frequency assignments EOE a single circuit in bie dixeotion: 


As the number of circuits operated by an-agency increases, the average 
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Yo 


number of frequency assignments required per circuit may decrease 
‘slightly because of ee freedom in changing frequency to avoid 
interference and miltiple use of frequencies at different locations 
and for different path lengths. On the average, about three high 
frequency assignments are required daily for each one-way ciroult. 


Since communication usually is a two-way matter, most communica- 


tions circuits require two one-way circuits and, consequently, 


two complements of frequency assignments, This dual need may not 
be encountered on light traffic cireuits, - © be. 


Further, on the average long-distance circuit requiring three 


frequency assignments of, for example, 6, 10,and 14 Me for night- 


time, transition, and daytime operation (over the midpoint of the 


path involved), the circuit cannot be maintained continuously un- 


less a frequency assignment of each order is available. In practice, 


- because of the greater requirements for frequencies below 8 Mc, the 


supply of channels between 6 and 8 Mc (taking into account possible 


.- "multiple use of each frequency) determines the maximum possible num- 


ber of 24-hour long-distance circuits, Fortunately, the situation 


is not so bad as it appears at first glance, because of the propa- 


lise possibilities with ee ee sere gonorally as follows: 
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Possible Number 
Frequency Range Of Duplications | 
‘4 to 7 Me 5 7 : 
7 to 12 Mc 4 
12 to 15 Me 2 _ 3 
_15 to 27 Me 2 knee 


The actual number of separate and distinct channels available 
within any particular portion of the spectrum is not static but is 
fluid, increasing with inprovenents in'equipment, operating tech- 
niques, circuit discipline, availability and proper use of ppepanae 
tional data, need, and willingness to accept a poorer grade of 
circuit. The actual separation between Fecuaicies required to 


provide the same grade of service has been continually decreasing 


because of improvements in the stability and selectivity of equip~ 


sweets It is not expected, however, that there will be much greater 
ingiovanait in this respect. The possible frequency separation 
throughout the high-frequency spectrum is essentially constant on 
a percentage basis but not on a kilocycle basis, Consequently, 
there are more possible usable channels between, Bay, 4-and 5 Mc 
than there are between 13 and 14 Mc, 
In the exploitation of a limited entity such as the radio spectrum, 
| i is essential that as the pressure for radio channels increases 
there must be established alert telecommnications management to ° 
-asbure equitable allocation of these channels, Further, it is 
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essential that this managoment assure, insofar as is economically 
practicable, the use of the technical taproseusnta tx equipment 

and ‘éperating techniques for increasing the intelligence transmitted 
per KiLocycle of spectrum space, : 

It-is as.difficult to ovaluate froquency utilization as to 
determine the possibilities of the radio spectrum. Efficient utiliza- 
tion of radio frequencies can be obtained only if the user and regula- 
tory agencies constantly keep-watch over the use of frequencies. Only 


in this way can the regulatory agencies know which users make full use 


of their frequency assignments and which have too many frequency 


assignments, It is estimated that a thorough analysis and control 


program for the United States and possessions would cost $50 million 


_a@ year. Such a program would envision the use of U. S, monitoring 


stations plus additional stations elsewhere throughout the world. 
As the demand for frequencies increases, the necessity for better 
frequency management will become greater. 

There is no evidence that the United States has made any 
serious attempt previously to measure the utilization of radio 
frequency assignments by either industry or the Federal Government. 
There is evidence that other countries have done some work along 


‘ 


this line, 


a 


Tho nations of the world have met periodically to conclude 


treaties which regulate the use of the radio spectrum,to obtain 
h 


atandardization of methods and procedures, and to minimize interference. 
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Nearly all countries have imposed additional regulatory measures in 
their areas of jurisdiction to implement provisions of international 
treaties, to prevent domestic interference, and to obtain the most 
equitable distribution of frequencics. 

The history of the istarnattoaal agreements through 1938 is 
summarized in Section 2 of the Federal Communications Commission (FCC) 
"Special Report on. Frequency Allocation to the Communications Subcom- 


mittee of the Senate Committee on Interstate and Foreign Commerce, 


March 29, 1950." 


World War II caused cancellation of the international telocommuni- 
cations conference planned for Rome in 1942. As a result, the con- 


ference in Atlantic City in 1947 followed a 9-year period in which the 


nations did not get together to seek up-to-date agreements on world 


use of the radio spectrun, 


' UY, 8, Control of Frequency Allocation 


~The United States Congress fies passed three major ‘ate ‘and estab- 
lished two commissions specifically to regulate various phases of 


communications, These acts were the Radio Act of 1912, the Radio Act 


of 1927, and the Communications Act of 1934, since amended. The 


* eommissions were the. Federal Radio Commission and the Federal Communi- 


cations Commission, Interested Federal Government departments and 
Ho, 
agencies formed the Interdepartment Radio Advisory Committee (IRAC), 


recognized by several presidents, and the Telecommunications Coordin- 


ating Committee {tee) as ‘voluntary coordinating groups, “The effeota 
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which these actions have exerted in the assignment and use of 
radio frequencies are discussed in detail in Chapter V of this 
report, | 
In the armed forees during World War it, frequency allocations. ee Beshee 
pe were coordinated in the Frequency Allocation Committee (FAC) of the: 
Joint (JCB) and Combined Communications Board (CCB) of the Joint and 
Combined Chiefs of Staff, respectively, and by organizations within 
each department. Since the war the JCB has been -replaced bythe ~~ 
Joint Communication-Blectronics Committee (JCEC) within the Joint 
Chiefs of Staff. 
onship of International and National Organizations 
The international and national organizations concerned with 
telecommunications problens, plus various ad hoc committees and 
delegations to conferences, make up a formidable array of groups 
dealing with one or more phases of the problem. Inevitably, there 
are overlapping of responsibility and gaps in authority. Few por- 


sons understand this hodge podge, The complexity of the subject 


is indicated by the chart in Chapter V, which shows the international 
and U. S, organizations engaged in some phase of radio spectrum _ 
Management or Use. 


goaknesges in Present Organizations and Practices 


Statutory Authority.--The limitations of the Communications Act 


- 


As of 1934, as amended, and of the Commission created largely for its 
edministration have been the subject of much consideration by Congress 
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in recent years. The law was written when radio was not so highly 
developed and before the present demand for spectrum space had 
become acute. It established a dual system of allocations as between 
Federal Government and non-Government2/ users but provided no umpire. 
The FCC is empowered to assign radio frequencies to non-Government 
’ users and the President is likewise empowered to assign frequencies 
to Federal Government users, o power he exercises through TRAC, Each 
agency enjoys coequal authority over the entire spectrum. 
ws’ Because of this dual authority over the same entity, it is 
, ~ essential: that there be full coordination between IRAC and the FCC, 
ee - As a member of IRAC, the FCC is afforded,on the one hand, an oppor- 
tunity to comment upon all assignments to Federal Government stations, 
On the other hand, TRAC has an opportunity to comment upon proposed 
FCC assignments when the FCC considers it necessary to refer the 
- proposal to TRAC, Final action by FCC does not require approval by 
IRAC, but the reverse is not true; FCC as an IRAC member can veto 
action desired by other Government agencies, In practice, the spirit 
of accommodation has generally prevailed. But if there is disagree- 
ment between the FCC and IRAC, only the President can resolve the 
issue. Upon at least one occasion during World War II, he was called ~ 
oo to do so. The fact that this system has worked at all is a credit 
” to the good will and common sonse of the members of both agencies, 
a/ Includes State and municipal government and all other than 
© a Federal Government users. 
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National Policy.--Both the FCC and TRAC have been and are greatly 


handicapped by inadequate national policy for the division and use 


RE TTT NE LT a FETT 


a of the radio spectrum, To cite one instarice, lack of a clear policy 


concerning the use of radio for domestic point-to-point telecommunica- 
tions during the war led to long, bitter arguments in TRAC. Such 
meager policy as exists. and could be collected is included in Chapter 


VI of this Report. Much of it has not been previously reduced to 


writing. 
Allocation Practices,--There are several faults in the present 
. frequency-assignment practice. Contrary to the public impression 
created by procedures. for assigning frequencies for seaiviat Uronds 
- casting and TV purposes, the FCC in general does not require rigorous 
justification for the assignment of frequencies for other services. 
IRAC does not require sufficient justification for the assignment 
of frequencies, has no authori ty to question any Government: depart- 
‘ment's’ statement of need for a frequency, and is not constituted to 


: \ ns 
do so, Assigning blocks of frequencies to be used by a particular- 


oN 


agency on a national basis, without providing for their use by siiees 
in areas where the original assignee does not use them or is not 
likely to use them, is wasteful of frequencies and adds to the 
growding of the radio spectrum. For example, there are many areas of 
the U. S., Alaska, and Hawaii where there is little prospect of need 


on ae support for the oxisting 12 very-high-frequency television 


: channels, much less the greater number of ultra-high-frequency channels 
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where use of these frequencies for other purposes would be in the 


public interest. Another example’ is the making of too many assign- 


“ ; ments for broad band transmission, when the broad band is needed 


only a very small percentage of the time. Waste also results from 
the practice of assigning many of a usor's frequoéncies to-all of that 
user's stations, although the frequencies are rarely used at more 
than one or two stations, - 
Frequency Assignment Records,.--It is fundamental that a storage 


and issuing agency maintain a catalog and adequate records of stock 


on hand and issued, In its management of the priceless radio spec- 
trum, however, the U. S.. has failed to maintain in one place ade~ 
quate records of frequency assignments or deletions, or to publish 


_ @ list of such assignments. The latest list available for public 


aes was prepared by the FCC and reproduced by a private firm in 

3 “10495 At does not include the frequency assignments of the Federal 
Government seoneieaeana is not now complete for the non-Government. 

a users, In the event a Se user wishes to apply. for frequency ~~~ 


assignment for a circuit, he mast search through this non-current ~ 


“7°. public list, the International Telecommunications Union (ITU) 


Frequency List (even more out_of date), come to Washington or retain 
we .. the services of Washington consulting radio engineers to study the 
“FOC records, and then file a complete application, This application 
“Aneddentally gives notice to competitors that the requested Preuuanates 


a 


© gr are reasonably clear and available for use, The applicant has no 
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opportunity: to determine a if a Federal Government depart- 

ment ig using a frequency with which interference will result or if bas 
such department will raise an dbieotiens If Federal Government. 
objection is forthcoming, he must repeat the whole process. : | 


‘Existing Situation 


The rapid growth of telecommunications in the nine years between o. 
“the Gaizo (1938) and Atlantic City (1947) conferences led to greater | 
on pressure for radio frequencies, More and more countries went outs side. oe 
the Cairo service allocation bands, in derogation, to meet the increaseti 
requirements. The war, of course, prevented full coordination be- 
tween countries to avoid and clear interference. This situation 
was further complicated by the decision of some of the warring nations, 
including the United States, to withhold international notification 
of new uses of radio frequencies and to reject any claims of prior 
. rights for any country registering a frsqusney after 1939, 


Recognizing early. in 1943 that the end of the war would present 


ay 


_many frequency allocation problems because of withheld notifications, 
"pent-up reGidecneatesoontanalig large military requirements, and 
enormously expanding commercial aviation and other new activities, 
_ the United States began a consideration of postwar frequency allo- 


cations, The U. S, Atlantic City proposal in 1947 was the outgrowth 


% 


~ oft this preparatory work, of public hearings held in 1944 by the 
ee rend of ‘he discussions in Rio de Janeiro and Bermuda in 1945 


@ : aan in Moscow in 1946. 
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The Atlantic City Table of Proquency Allocations was designed to 
provide essential, radio services with adequate spectrum space, Fre- 
quency usage within these allocations was to be tegulated by an 
engineered international list of circuit deed eamentes which was do~ 
signed ‘to make the greatest use practicable of the radio spectrum, 

From the point of me of frequency allocation, assignment, and. 


use, the most far-reaching agreements at Atlantic City wore? _Q) 


oi teviaton: of the frequency allocation table to provide, in the main, 
eeclnsine: bands for the five basic functions--fixed, mobile, broad-~ 
casting, amateur, and radiolocation services; (3) -ohanees in the 
-amount of spectrum space allocated to these eaEvecee) (3) proceedure 
for the preparation of a new international f¥equency list on the 
“"BGgia bf sound engineering principles; and (4) the adoption of the 
concept of an International Frequency Registration Board (IFRB) to 
register frequencies on a technical taste? 

The Provisional Frequency Board (PFB) was created to preparo in 
draft form a new international frequency list on a basis of these 
agreements, for submission to the Extraordinary Administrative Radio 
Conference scheduled for The Hague on September 1, 1950. 

Upon approval of such a list for the Atlantic City Table of 
Frequency Allocations below 27.5 Mc, the IFRB was to commence its 
fungtiens and a date was to be agreed upon for implementation, Post- 


YJ The IFRB and its work are covered in more detail in the"Final 
Acts" of the Atlantic City Conference, 
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poned because ‘of ‘the ‘international situation, the Conference is now 
| scheduled to convene. in Geneva on August 16, 1951, if that Sates de 
confirmed in 1 April by the Administrative Council of the ITU. 
The United States participated, as did the other nations, in 
the Atlantic City Conference and the work of the piudulonad-hequendy 
Board, performed under the agreements reached at that Conference, for 
tay Bilenode of improving international telecommunications. 
Conditions of unrest, cold war, and continuing international 
crises generated an atmosphere that was hardly favorable to tho 
efforts of the PFB, 

The Table of Frequency Allocations between 4 and 27,5 Me adooved 
at Atlantic City in 1947 has not yet been implemented, Tentative 
plans have been prepared for the aeronautical and maritime services, 
and partially for the fixed services, The frequency list for the © 

Table of Allocations between 150 and 4000 ko, which are for the most 
part regional in character, is ready within Regions 1 and 3 for final 

- amendment and adoption. " Region 2 (which includes the U. S,) has no- 
regionally-integrated plan as of February 1, 1951, seenctnaaah it is 
about 85% completed below 2000 ke. 

Experience gained from the past three years has highlighted the 

eens of implementation under the procedures envisaged at 
| Atlantic City. Lack of plans and policy plays a major role in the 


. ey experienced by all countries concerned to agree upon ime 


eaentitiacs It was obvious to the President's Communications Policy 
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Board, in view of the forthcoming meeting of the Administrative Council 
of the ITU in Geneva in April, 1951, and the impossibility for. tho Board 


- to complete, in the time available, all the tasks assigned -to it, 


that special steps would have to be taken to overcome this lack, 


In view of the extreme importance of this matter, the Board 
considered it imperative that the United States re-examine the situa~ 
tion to determine: 

a) The current scope and magnitude of the United States 
_ interest in the Atlantic City Allocation Table below 
2745 Mc.- . 


(2) The most workable methods by which the Table could be. 7 


implemented in the light of changed world conditions. 


ae €3) The course which the United States should advocate and 


pursue in the light of findings under (2) heretofore. 
Accordingly, in October and November of 1950, the Board discussed 
the problem with the Under Secretary of State, the: Deputy Secretary 
‘of Defense, and the Chairman of the Federal Communications Commission, 
The Board proposed that these three officials constitute themselves 


into an ad hoo committee, and take responsibility for reviewing the 


__. political and technical difficulties contributing to the impasse ,~and 


for recommending workable policies for the Government to follow, The 


Board further recommended that this ad hoc group enlist the help of 


a small panel of especially qualified persons, who would make an 
objective appraisal of the factors of national interest involved, 


Sarno of the particular interests of any claimant agenoy’e 


RESTRIC 
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The proposal was accepted; the ad hoc group was formed, and the 


independent panel sot up in January, 1951. 


_ Demand for Radio Frequencies 


<r 


2 The" basic difficulty of the “hattons of the world in arriving 
ata satisfactory frequency list and means of implementing the 
Atlantic City Table is that of inflated demands for radio fre- 

quencies, The apparent shortage of frequencies thus engendered has 
been aggravated as each nation attempts to provide for future as 
well as present needs. The United States also has been handicapped, 
_as perhaps have many other nations, by the necessity of remaining 
on a defense emergency basis which requires radio frequencies far 
in excess of peacetime needs, 
The demand for ‘radio frequencies has been growing steadily since 
the early 1900's, It was not until the beginning of World War I1,—— 
however , that sisaeures became acute, ‘pultns World War II the 
increased requirements of the Federal Government, in particular the 
armed forces, for radio frequencies were offset somewhat by the 
‘ closure of a number of facilities and the release of the frequencies 
involved to the armed forces, Upon the termination of hostilities, 
the borrowed frequencies were returned piecemaal to the FCC, commercial 
- circuits were reopened, and many new circuits were established. At. 
“the same time, the armed forces found it necessary to continue many 
of their overseas circuits, each of which required. radio ai 


4 : 
© assignments. ‘The tremendous expansion of the use of radio by many 


Wi 
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countrios which formorly had registered few froquoncy assignments, 

the expansion of the high-frequency broadcasting. sorvice, the. oxpan-._ 

sion of tho acronautical.soervice, and the reluctance to incur tho | 
. oxponse of installing more efficient types of equipment have ail 

contributed to the crowding of the high-frequency spectrum. In the - 

“bon years botweon 1939 and 1949, the numbor of ateorete fvéqisney 

| assignments between 4 and 20 Mc made by the U. 8, wag doubled. Tho 

growth in listings in tho ITU Frequency List between 4 and 10 Me, 
‘shown in the table bolow, is indicative of the incroasing domand 

for Lraquoncies. | 2 

: Numbor_ of Froquency Listings--ITU ‘Frequency Ligt 


4 - 10 Mec 7 

“M8 eoveement | 92° 377 3,189 | 

U.S. Non-Governnent : 71 7 381 o 929 © 
te U. S, Total pie 16 758 4,118 
_ Pee Womla Total 7 Vi g98. * 6,658 21,456 


The greatly expanded desires for tho high-frequency broadcasting. 
service~-in the bands between 5.95 and 18 Mc, whore the impact on 


highefroquoncy telecommunications is groatest--resulted in an in- 


: crease in tho Atlantic City Table of 450 ke or 43% over the Cairo - | 

ic Namdies: elasattone in those bands, ‘ 7 
" Pressure’ on other sections of the radio spectrum also has 

Scone eaay: Eetablishod radio sorvicos such as that for aviation 


. _ RESTRICTED 


Approved For Release 2002/01/04 : CIA-RDP84-00499R000700100001-8 


Approved For Release 2002/01/04 : CIA-RDP84-00499R000700100001-8 


48. 

have been expanded rapidly to keep pace with the growth of the 

activities they support and because of intensifiod use of communica~- 

tions in those activities, Additional room in the spectrum has had 
to be found to accommodate these services, At the same time, new 

services such as television broadcasting have been brought out of | 
the laboratory and have won public acceptance, Many entirely now | 
users--railroads, faetoabe:, and trucking companies, for example-- 

have requested frequency channels, When the FCC held a public fre- 
quene'y hearing in 1944, approximately 30 different radio services 


were represented, Among them were the services concerned with the 


_ safety of life -and property--the police and fire radio services, 


the aviation service, tho ship service, and the forestry service, 
The total demands of these groups far exceeded the available spectrum 


ane! Space, e “ 
io - 


The parts of the radio spectrum where pressure causes the most 
serious concern are those in which international coordination and 
agreement are required. Principally, they are the portdons having 
long-range characteristics, 4 to 27.5 Mc frequencies; the portions 
used by services such as the aeronautical service, where standardi- 
zation of equipment and procedures is essential; and broadcasting 
Ro ap the Standard Band, which is of regional concern, Other portions 
of the spectrum are of national concern primarily and usually do 
not involve other countries, except to provide: Soumen systems, 


4 
Within the United States, dissatisfaction with efforts to meet 
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the pressure has often led to statements that Federal Government 
users are responsible for the difficulty. Statements have been 

made by some that the Federal Government users get too large a 

share of the spectrum, to the detriment of industry. There are also 
contests within the Federal Government fon thie: epson space now 
alldéated for Government use. 


These contentions raise two major questions, First, who are 


the Federal Government users and second, is the Federal Government's~ 


share too large? The first question is easy to answer, whereas the 
second is extremely difficult and can be answered only after an™ 
exhaustive objective study of U. S. communications, Government . 


functions, and communications needs, Federal Government users are 


. those departments and agencies which require the use of radio, or 


which can use radio to execute their functions more efficiently and 


economically, They include’ the Departments of Defense (Army, Navy, 


_and Air Force), State, Commerce (including the Civil Aeronautics 


Administration), Treasury (including the Coast Guard), Justice, 
Interior, Agriculture, the FCC, and othor agencies, The armed 


services, the Department of State, and the CAA are the largest 


Federal Government users of radio frequencies, 


" It is basic of course that the armed forces must have communi- 


cations from the Department of Defense down to the most remote force, 


soeee communications may be thought of as command and administrative 


channels between the Army, Navy, and Air Force and the various field 
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commanders, and combat or tactical channels between field commanders 
and their forces. ~ Since the armed forces may be engaged in aieae 
where Seuetine communications to Washington are inadequate or 

unsuitable, they must provide their own. Usually, existing commercial 
intornational etrouits cannot be used for reasong of control and 
security, For example, the sexsien terminals of commercial companies, 
in most instances, are operated and controlled by foeten nationals 
or governments and all traffic handled may be subject to scrutiny 
and delay. Few if any of the proponents of greater use of commer- 
eial facilities for the transmission of Government messages advocate 
that military messages be routed through the commercial companies, 

Where no interference to the flow of military messages results, 

the communications facilities of the armed forces are used to trans- ; 

mit traffic for other Federal Government departments and agencies and 

| the Red Cross. It has been suggested that this traffic should be 
sent via commercial companies and that the cost would be less. The 3 
stated policy of the armed forces in this matter is that no increase . 
in military facilities, equipment, or personnel shall result from 
the handling of other department and agency traffic and that such 
traffic will be accepted only on the basis of an official request 
by the department or agency concerned, Military systems must be 

: designed with a reasonable amount of spare capacity able to absorb 
ay increased traffic eee on short notice. The armed forces 
are feel that the handling of: maximum traffic within authorized 


ose, 
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capacity ig an asset to training and general preparedness. Under 
the conditions stated above, they dice ttoncaiethes diversion of 
this traffic to commercial interests would result in reduction in 
Government costs or use of frequencies, 

The Signal Corps, in addition to its defense functions, is 
charged with operating telecommunications within Alaska, for public 
‘correspondence, where the possibility of financial return has not 
‘peen sufficient to interest a responsible. commercial company. Private 

enterprise furnishes some minor non-competing services. Because of 

- Alaska's strategic position and the radio propagation conditions - 

existing there, the number of frequency assignments required per 
Pog i siege is much greater ’than for comparable circuits in other parts 
of the world. The need for radio in Alaska is also increased by tho 
lack of transportation and of wire communications facilities. 

“the Corps of Engineers is charged by Congress with certain non= — 
military functions in connection with river ene harbor work and flood 
control, and uses radio in carrying out its mission. 

The growing use of radio by the Department of siete: for tueads 
casting is the result of the international situation, The Depart+ 
ment's use of radio frequencies is stated to be essential to the 
carrying out of its function under the U. S. Information and Education - 

Bxohetige Act of 1948, "to promote the better understanding of the | 
United States among the peoples of the world and to stréngthen coopera- 


tive relations, ". International high-frequency broadcasting was 
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selected as one medium to this end, 
Under the Communications Act, Navy Department radio stations 
and apparatus are made available for the reception and transmission 
of press messages offered by newspapers published in the United - 
States or its territories and possessions or published by citizens 
of the United States in foreign Spuntalees and by United States 
press associations. The act provides also for the use of Navy 
facilities for reception and transmission of private commercial - 
; isasagae, batneen ships, Satieey ship and shore, between localities 
in Alaska, and between Alaska and the continental United States. Both 
these services are subject to certain rate conditions, and it is 
provided that they shall, be discontinued whenever the FOC notifies 
the Secretary of the Navy that privately owned and Gpenated: teriene 
‘are capable of carrying them on. The Navy also furnishes a general 
broadcast service of weather, time, and hydrographic information to e: 
| all shipping. | 7 
; In addition to its defense functions, the U. S. Air Force 
_ operates weather flying squsdeoue for the collection of data for 
weather forecast, collects and broadcasts weather information, and. 
_. furnishes communications to non-military aircraft in certain areas 
where civil facilities are not available. These services all require 
‘he use of radio frequencios. — 


Radio frequencies are used by the Department of the Treasury 


ws 


(Coast Guard) in providing marine ieee: and safety services: 
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for shipping. The Coast Guana also operates the raddolecation ser- 
vice now dg Tarai Transfer of these opexations to commercial 
facilities could not be expected to decrease the total number of 
frequency assignments roquired, 

- The CAA is charged by Congress with the function of providing 
navigational stag awd ocumantoatione facilities as a public service 

for both civil and military aircraft, If these functions wore turnod 
ees over in whole or part to private enterprise, the over-all number of oo 
frequency assignments or the spectrum space required could hardly 
be reduced. 

The FCC employs radio to connect certain of its remote monitoring 
stations, Instantaneous commnication to all of these stations ig 
essential at times to identify an unknown transmission or to obtain 
a "fix" on an aircraft or ship in distress. It is considered imprac- 
val tical to lease the facilities of a commercial company for this work 

es to turn over the function to a commercial company. - 

‘Thus we see that there is a large Federal Governnent requirement 

for radio frequency wee ienmauta, and that much of it is for services 
which would use the same amount of the radio spectrum even if they 

_ were transferred to private operation. Another substantial portion 

we of it is for services which must for security reasons be operated as 

.. they are at present. The question may nevertheless bea legitimately 

raised whether the demands have been kept to a minimun in relation . 


4 be ae 
to the tasks to be performed. Non-defense radio traffic of some 
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Federal Government’ dopartmenta might in some instances be carried 


In 1939 the major international common carriers were operating 
138 circuits, whereas in 1950 the international common carriers as 
a group were operating 219 circuits (many at high word capacity) to 


more than 100 foreign cities, Since the war the FCC in general has 


 ” “fOlIowéd.a, policy of granting competing companies circuits to the 


same foreign city. . 

Since but one U. S. frequency list can be presented to the IFRB, 
the Federal Government and non-Government frequency requirements 
should be accommodated within such a list. At present there is no 
national telecommunications policy under which the relative impor- 


tance of particular circuits can be determined and the frequency 


requirements screoned, This factor assumes even greater importance ~~~ | 


when one considers that the pressure on the radio spectrum is con- 
tinvally increasing, 

The relative amounts of the spectrum used by the Federal Govern=_ 
ment and non-Government users are often compared, Tho mission 4a 
asked whether the Federal Government has moro high frequencies than 
non-Government users, and whether it has more of the spectrum than 
it needs. Available comparisons of high-frequency assignments have 
ae made on the basis of the number of discrete frequencies assigned 
without regard to the band of emission and thus are subject to con- 
siderable misinterpretation in many instences.. This is evident from 
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the fact that one telephone channel with a band of emission of 10 ke 

occupies 100 times as much spectrum space as one telegraph channel 

with a band of emission of but 0,1 ke, yet each’ asaignmont counts as 

one froqueney, A fairer method of evaluating the amount of spectrum 

space used by any agency is to take the sum of. the bands of emission 

assigned to that agency. An analysis of the high-frequency spectrum | 

between 4 and 20 Mc as of May, 1950, reveals that although the Federal 

Government agencies are allocated 1166 frequencies, they have but 

4164 ke of the spectrum; whereas the non-Government users, with 833 

frequencies, (excluding international broadcasting with 38 frequencies 

and 380 ke of spectrum space and the amateurs with 700 ke of space), = 

occupy 4324, ke of spoctrum apace.2/ A comparison of the spectrum 

space allocated to the Federal Government and the non-Government users 


= 


for the fixed service by increments of 1 Mc follows, Table I. a 


eahegenar eT OF 
Salis 


1/ The fact that the sum (9567.73 kc) of these assignments is 
considerably less than the 16,000 ke analyzed does not mean there 
ig unassigned spectrum space, The entire spectrum is not available 
for assignment by the United States, but is shared with other 
countries. In addition an equally large part of the spectrum is 
used by the United States for transmission from foreign locations. 
Abaéve 30 Mc the shorter interference range characteristics permit 


full use of the spectrum by the United States, except immediately 


adjacent to Canada or Mexico, 


ina RESTRICTED 


Approved For Release 2002/01/04 : CIA-RDP84-00499R000700100001-8 


“Approved | For Release 2002/01/04 : CIA-RDP84- 00499R000700100001-8 


iy nee ee 2 rn 


56. 
TABLE I 
FREQUENCIES AND SPECTRUM SPACE ASSIGNED--CONTINENTAL 
UNITED STATES, TERRITORIES AND POSSESSIONS 
(as of May, 1950) 
: Federal Government : Non-Government, ter oe shared nine 
: No. of + Total : No. of : Total :No. of +: Total : 
: Frequen- : Spec- | : Frequen-: Spec- | ‘Froquen=: Spec= 
3__cies : trum i cies :_ trum cies itvum 3: 
. Ke Ke Ke 
4 Mc _ 167 ~ 676.20 a 335635 4 19.25 
5 152 589.42 eo a 
6 -106—i(<ié‘é‘C RSC CNC BLO 46.00 
7 70 236,30 63° 325.300 
g 114 389.69 af ie 272.17 6 24eL0 
9 69 200,16 31 192.80 
10 52 190.30 76 377.36 
ic ix. ~ < B56s82: =. BES =~ ees 
12 : 84 — 253.98 33 121.55 
13 54 177.37 57 408,00 
ie * 30 2—s«(06.87 27 20390022 
, ; 
15 32 119.29 59 339.70 
ani! a 
160 69-° = 239.59 _ 40 129,12 
Br ys ae ; i 
7 64. 231,89 29 207.40 . 
‘18 26 96.20 40 361.00 
ieee 
19 1 67.50 2 199.10 
1166 4164.23 833 4323.50 17 89.35 


In the range 4-20 Mc, approximately 380 ke was used for inter- 
aad broadcasting (from the- continental U. S. and Hawaii) and 
- 7100 ke was’ allocated to the Amateur Service, These assignments are 
not included in the preceding table. 


Approved For Release 2002/01/04E56/4. A388 4-00499R000700100001-8 


| 
| 
| 
| 


Approved For Release 2002/01/04 : CIA-RDP84-00499R000700100001-8 


Current channeling of the radio spectrum above 30 Mc does not: 


permit a similar analysis. Neithor are all the frequencies between_ 
30 and 30 ,000 Mc equally useful for ‘ specific ivpeses, <Aleo: since 
the frequency stability of equipment--its ability to remain on the - 

assigned frequency--may be expressed as a percentage of the: assigned 
frequency, the present channeling at, for example, 1000 Mc must be 


about 10 times the channeling at 100 Mc, It follows then that 100 


Me of spectrum space in the region of 1000 Mc will not provide as 


many channels as 100 Mc of space will in the region of 100 Mc of 


space in the region of 100 Mc. The relative division of the 


radio spectrum by megacycles of space between 30_ and 30 ,000 Ne 


between the Federal Government and non-Government is shown by 


wiskll? es 
Table II, --~ . s 
ee ie ao) Table II | oe 
Relative Division of Radio, Spectrum 
Fegeral Government vss Non-Government 
| 30 Me to 30,000 Mc ; 
F (Based upon number of Megacycles ) 
2a ss eee +S 
“ier Portion Amount 
eas - of of Federal Non- 
Spectrum Spec Government Government Shared Amatour 
ile Mc Mc Me Mc Me 
50-300 =. «270 ~Ss*«*dNB BH NDGA = 24400 13,400 
% 300-3000 2700 357 a* 1110,00 967.80 265,00 


-3000-30M 27000 1187500 0500 2650.00. 1975.00 
, Total — 29970 1.2345 76 11729.44 3641.80 2253.00 a 


*Part of the space now allocated to the Federal Government is re- 
served for future use by civil aviation, at which time it will be 
shared with non-Government. 
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This table shows that, contrary to general belief, the Federal 
ait Government has exclusive use of 42.1% of the space between 30 and 300 


Mc and but 13,2% of the space between 300 and 3000 Mc, The Federal 


Government has its largest percentage (44%) of any decade between 
3000 and 30,000 Mc, If the analysis 4s based on a logarithmic 
frequency scale, a method more nearly reflecting the actual possi= 
bilities for derivation of channels in the spectrum, the relative 
division of the spectrum is as shown by Table IIT, 

Table III 


Relative Division of Radio Spectrum in Percentage 
' Federal Government vs. Non-Government ~ 


30 Mc to 30,000 Mc 
(Based upon logarithmic scale) 


‘Portion of readeral .. Non- ; 
Spectrum, — Government — Government ~ Shared Amateur 
Me a ds % % 
30= 300 2907 = 5740 8,5 4.8 
300~3000 188 86 28,3 943 
3000-30 M 36,0 3647 18.7 846 


"Total he gee "bar: BS 766 
| | While Table IT shows the Federal Government has about’ 50% of 
the total spectrum space between 30 and 30,000 Mc, Table III shows 
that, based on the probable fanber of iaeeat channels which can be © 
sr derived, the Federal Government has allocated for its exclusive use = 


less than a third of the probable number of channels which can be 


; derived from the 29,970 Me betwoen 30.and 30,000 Mc,. 


STRIC Ree tt se 
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The preceding discussion and comparison of the relative division 
of the spectrum ig not considered complete nor final, It does, how- 
ever, show that while the contention that the Federal Government 
has 50% of the useful radio spectrum is not strictly true, the 
Government does have a large proportion, This large use of so valuable 

ga national resource demands adequate justification and the most care- 
ful management to assure its operation in full accord ‘with national 
POE Oy. and to meet proved need in the best interest of the nation. . 


A winrent major problem involving the rolative division of the — 


~ 
radio spectrum and relative needs of the Federal Government and non- 
_ Government users is that of finding adequate space in the spectrum 
- for television, There are now allocated for television broadcasting 
12 very high frequency (VHF) 6 Me eheene ag iowa by Table. Ve. 
io. Table IV 
VHF Channels. 
yi Channel No. Megacycles ; : Channel No, . Megacyciles 
gS BAe 60 | ge 1.800186 
3 60- 66 = ~~ | 9 © 186~192 
4 66- 72 wees LO ‘ 192-198 
5 76- 8&2 . eda _ 198-204 
6 82- 8&8 12 "204-210 
7 174-180 13 210-216 
The spectrum space botween 470_and &90 Me or 410 Mo was reserved by 
the FCC for ultra high frequency (UHF) ‘television broadcasting channels. 
To date; experimental licenses only have been issued in the UHF band. 
=e _  % Ag the number of television stations in Speratnoe increased, it 


pecans evident from resultant interference betwoen stations and from 
- 7 ral RESTRICTED — 
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field measuremonts that the thoory of optical or line-of-sight trans- 
‘mission wags inadequate and that transmission of the television fre- 
quencies also took place by way of the troposphere, To assure that 
the national television allocation plan should be based on the 
soundest engineering foundation, tho Commission released its order 
of September 30, 1948, suspending action on pending and new applica- 
tiona for permits to construct television stations until the technical 
phases of eeley tase eviscablon were resolved, 
| There is now ponding the Commission proposal (Dockets Nos. 8736;— 
8975, 8976, and 9175) to reallocate the television channels to pro= 
vide greater protection from STOPOE phoe tS interference and to allo- 
cate an additional 42 six-mogacycle channels or 252 Mc of space in: 
| the UHF band, This proposed plan, if sdonted,, will reduce the total 
number of VHF television stations in the U. S, and the number allo- 
' cated to gome areas, Jt will, however, provido for additional UHF 
stations, The proposed plan contemplates the allocation of both 
VHF and UHF television stations to the same community. There is 
little possibility that a UHF station can compete successfully with 
a VHF station. Within practical limits of power, a UHF station 
2 cannot serve as large an area as can a VHF station. For a considerable 
-_gsioa after: hae UHF stations commence: operation, particularly in 
| cities where ‘tiene are VHF stations, thore will probably be fow 
UNF receivers and consequently a limited audience. ve By «_ Pog? Ae 7 


sO ; : ry - : oo : ~ — - 
“These technical pepltene and the recent agitation to reserve ° 
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a number. of VHF channels for ‘educational purposes serve to increase 
the pressure for 10 more’ VHF channels for tho rapidly growing tole- 

vision industry. Television interests are continually pressing for 
more spectrum space in the VHF band or immediately adjacent thereto, 


Assuming the validity of the need of television for the 42 additional 


- channels adjacent to the present 12 channels, the problem bocomes 


one of finding 252 Me of continuous spectrum space botween channels: 


Nos. 6 and 7 and above Channel No, 13. Thus the question arises--~ . 


Can the services now allocated these frequencies move, and if 50, 
to atone? 7 

“An examination of the present allocations in the 86 Mc between 
88 and 174 Mc roveals that the Federal Government is allocated 28 


Mc; non-Government is allocated 30 Mo; and 24, Mc-is: shared by 


Federal Government and non=Governmment. Of the Federal Government 


allotment, _ 16 Mc is within the VHF band which the U. S, was forced 


to use to work with its allies in World War II and which ig used for 


essential military purposes. Only the remaining 12 Me offers~any—. 


possibility at all for TV channels (2). Twenty of non-Government's 


30 Mc are allocated to the culturally and technically important FM 


broadcasting. Even if all of this space were reallocated to tele- 


vision, 4t would yield only three. channels. The 24 Me shared by 
4 ; ae 


iederad Government and non-Government is used for aeronautical navi-~ 


gation and adreraft control, part of the SC-31 system of instrument 
laudiie of aircraft. A great investment of time, money, and develop- 
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ment regources has been made in this system and it cannot be changed 
overnight, At best, thon, not more than 5 TV channels could con- 
ceivably be atisoated between 88 and. 174 Mo.” “Thia would leave 37 
~Channéls..or 222 Me to go above 216 Mc, tis present upper limit of 
VHF-TV, | | 
Until January 1, 1952, when the agreement with the British to 
use the band 220 to 231 Mc for the British Radar Indicator System 
at U. S. gateways terminates, the nearest frequency above 216 Nc 
where a TV channel could start would he 240 Mc, Provision for 39 


additional channels or 222 Mc would extend the TV band up to 462 Mc, 


well above the upper limit of thé VHF band or 300 Mc, and into the ~~” 


present UHF-TV band. Such an allocation would necessitate moving 
and finding new space for the aeronautical radio navigation "Glide 
Path," also part of the S¢~31 Instrument Landing System, Meteorol- 
ogical Aids, Amateur, oasential military saitsiben: aie apuabouseanient 
land mobile services. <A number of these ellocations and uses, for 
example, the Glide Path and Meteorological Aids, involve agreements 
and fssataee with other nations and could be changed only with great 
difficulty and delay.’ Many of these allocations and uses involve 
, great investments in time, money, and development resources which 
cannot be wasted. 
: The investment in time, money, and development resources is 
Tian’ anpet any to the television industry, At the end 
of ae the estimated Aupesteant in tangible property of television 
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stations and in receivers was $403 million. at tho and of 1950, 
even though no new station construction permits 1 were Lennie after 
September, 1948, there were 107 stations serving abetit 10.6 million 
receivers. Manufacturors have reached large scale production of 


receivers and during December produced 704 thousand receivers...At--~ 


: the end of 1950 the estimated investment in tangible property of 


telovision stations and in receivers had grown to about $3.09 billion. 
Television net time sales for 1950 were estimated at about $84 million, 
compared with $28 million ih 1949, This rapid increase in the number 
of receivers and investment makes much groater the impact of changes 
in frequency assignment. Even should additional channels become 
available between the present Nos. 6 and 7 channels, most of the 
Since receivers would require adapters or converters to receive thom. 
Delay in solving this problem multiplies the difficulties and ex- 
a of finding sufficient spectrum space for television 


has. defied solution since the beginning of postwar planning in 1943. 


It can be solved only after the most careful study and weighing of 


competing needs of all concerned to arrive at a solution in the best 
national interest. By no streteh of the imagination could it be. 
resolved by a pa eeany board. “This major problem in itself empha- 
% 


sizes the need for a high-level permanent agency concerned with 


telecommunications, and with the resolution of ‘conflicting Federal 
x ewan. 


Government and non-Government requirements. 
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Summary s 
ane - In the 50 years since its inception, use of the radio spectrum - 


has grown into an enormous, vital, and complex activity connecting 
“all countries with means of rapid communications. The radio com= 
munications systems which have developed are of. major importance-to~ 
the United States and to the world in the dissemination of infor- 
mation and maintenance of security and wolfare, and in the conduct 

of business. 

With the development and expansion of radio, the need for 
regulation, both national and international, has grown until the 
resulting organizations, treaties, and agreements have become as com- 
plex as telecommmications itself. Most of these organizations and 
agreements were devised to meet an existing necacany not in anticipa+ 
tion of future needs, Frequently they were not. established formally | 
until,long after they started to function. Once formalized, legis- 
lation and organizations to deal with eaiesoumnteaticna have not 

ae + been kept current with this dynamic activity, The condition of "too 
2 little and too late" has held more often than not. 
Existing organization’ to control use of the spectrum, one of 
the most valuable natural resources of the United States, is res- 
RT A . penpsbde for the establishment or continuance of dual control of this 
resource. This dual control hag led to friction, misunderstanding, 
mee and avoidance of responsibility, The organization is lacking 


in over-all policy guidance, and so complex that few persons understand 
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all its ramifications, 

Weaknesses in the prosent United States telecommunications 
organizations and lack of high national policy and direction have 
hindered the United States in the national control of telecommunica~ 
tions and in its international relations on tolecommunications. The 
presont telecommunications legislation and organization have failed - 
to produce adequate direction, leadership, administration, and 
control and have fostered dissension betweon the Foderal Government 
angwindustry. Many of these shortcomings could havo been mitigated 

| _if not avoided. : | 
eee i The United States ratified the Atlantic City 1947 International 
| Convention, including adherence to the Atlantic City Table of Fre» . 
quency Gicedttons and associated radio regulations, Over inde. 
aught. <. Pgeaeg later, there has been no acceptable soatninn and plan for the 
ae ar “implementation of this Table for more efficient and orderly use of 
this limited rosource, ' 

Experience of the past three years hag highlighted the diffi- 
culties of implementation under the procedures envisaged at Atlantic 
City. Lack of plans and policy plays a large eaves in the inability 
of all countries concerned to agree upon implementation. It was 

obvious to the Board, in view of the forthcoming meeting of the 
Administrative Council of the ITU in Geneva in April, 1951, that 
special steps would have to be taken to overcome the lack, 


4 \ 
© : Accordingly, in October and November of 1950, the Board dis- 
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cussed the problem with the Under Seoretary of State, the Deputy 
Secretary of Defense, and the Chairman of the Federal Communications 


Commission, The Board proposed that these threo officials constitute 


_ themsalves into an ad hoc committee, and take responsibility for 


reviewing the political and technical difficulties contributing to 

the impasse, and for recommending workable policies for the Govern- 
ment to follow. The Board further recommended that this ad hoe 

group enlist the help of a small panel of especially qualified Menuoaas 


who would make an objective appraisal of the factors of national in= 


terest involved, independent of the particular interests of any 


Claimant agency. 


The proposal was accepted; the ad hoc group was formed, and 
the independent panel set up in January, 1951.- 


Since the beginning of World War II, the allocation of radio 


frequencies has been increasingly an engineering and executive matter 


and not merely a record-keeping problem. Howevor, the U. 5. has 


failed even to maintain adequate records of frequency assignments. 


“Sound frequency management could find ways of greatly reducing the 


pressure of the demand for radio frequencies, bringing it more into 
keeping with the supply. Under present management and policy, that 
aa ee to dangerous proportions. In the ten years between 
1939 and 1949, the number of discrete frequency assignments between 

4, and 20 Mc used by the U, S, was doubled. The growth of U. S, 


4 
international long-distance broadcasting has greatly increased the 
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demand for frequency assignuente, In the critical world situation, 
there is little chance that the pressure will be reduced. The only 
solution is improved policy for the use of radio and better manage- 
ment of the radio spectrum. 

Most of the differences of opinion between the Federal Government 
and industry users of the radio. spectrum spring from lack of informa= 
tion concerning the relative needs of Government and Audustny for 


radio and the relative division of the spectrum, Previous estimates 


_of the relative division of the spectrum have been based on non~ . 


“representative methods of evaluation, Measured in terms of spectrum 


space rather than number of discrete frequency assignments, the 


Federal Govermnent's share, though not go great as is commonly 


believed, is nevertheless large. While we do not know whether this 


eas use is out of proportion to the Governmont's responsibilities, it is 


apparent that it must havo the most adequate justification and careful 


management if the greatest benefit is to be obtained from this resource, — 


Pressures for additional, suitable channels in the VHF region -- 


for television broadcasting pose a major immediate problem. By the 


' end-of 1950 the estimated investment in tangible property alont of 


107 television stations and 10.6 million receivers amounted to about 
93 billion. Television net time sales for 1950 were estimated at 


about $84 million. Most of the existing receivers: will, have to be. 


— modified or provided with adapters to receive additional brane 


jonard leds of their location in the radio spectrum, The great growth 
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of television broadcasting, agitation for the reservation of VHF 
channels for educational purposes, and the discovery of tropospheric 
interference have domonstrated that 12 VHF channels are insufficient 
to meet the stated needs. The space desired for television is now © 
a used for essential services of the Federal: Government and non-Govern=. 
ment users with great investments in time; money, and development . 
resources which should not bo jaopardized by moving the peremptory of 
these services, In addition, the entire VHF band of 270 Mc ig insuffi- 
cient to aoconmedave tie apparont desire for a total of at least 324 Mc. 
This Board is of the opinion that a $ 3 billion, rapidly growing — 
industry and a multi-billion dollar Federal Government investmont for 
defense, civil aviation,and other essential non-Government services 
‘cannot long be loft in-this uncertain situation. Because of the rapid 
...inerease in the number nf" new, individually-owned receivers--over~ — 
700,000 in Decembor 1950--frequency allocations’ cannot be changed 
easily and mistakes reach far into the future, This major problem 
alone. omphasizes the need for a high-level permanent agency concerned 
with telecommunications and with the resolution of pionlens involving 
~--the_interest of both the Federal Goverment and non=Government users. 
is tenpedacy Board could hope to resolve then. 
The high frequency portion of the. spectrum between 4 and 27.5 
ile presents the gravost problem because of its multiple use for 
medium and ‘ioneeddetanae telecommunications, tropical and long-distance 


& : 
Q broadcasting and other services, and because of its international 
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aspects. Better and more far-sighted management and regulation 
night have averted some of these difficulties, The full poesieie: 
tics of the radio spectrum have not yet been roatined, but are boing 

approached, Exploitation of the spectrum is not static but is fluid, 
increasing with tha: cooperation and good will of users, improvements 
in equipment, operating techniques, circuit discipline, need, and 
“willingness to accept a poorer grade of service where necessary, 

It is not likely that the improvements derived from these measures 
will keep pace with the demands uhless anergotie steps are taken 

to cstablish an agency competent to assure the best circuit dis- 
cipline, equitable allocation. of frequency channels, and full use 

of technical developments, 

Conclusions . 

i. Pressure on the radio frequency spectrum is steadily in-~ 
- croasing as a result of the greater use of radio di te losenimiaationa: 
2. The moans on which we have relied in the past for manage- 

ment of the spectrum are no longer adequate to resolve in the best 
national interest the problems produced by this inpcecaing passeune: 

_ The current difficulty growing out of the search for suitable space , 
for television broadcasting in itself emphasizes this inadequacy. 
: 3. Measured in terms of spectrum space rather than in number 
oe dicenate svedoandy: shahnela; the Federal Government's share of 
* the spectrum, though not so great as ig commonly believed, is nevere 


4 ; 
theless large. While we do not know that it is out of proportion 
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to the Government's responsibilitics, it must have the most adequate 
justification and careful jenadonont if the greatest bonefit is to _— 
be obtained from it, — OO 

he There is need for a continuing determination of the changing 
requirements of Federal Government users both among themselves and 


in relation to the requirements of other users, 


5. The recent rapid worldwide growth of telecommunications, 


~ eombined with the needs of the current national emergency, makes tho 


resolution of these problems a matter of great urgoncy. 
6, The resolution of theso problems can be secured only through 
adequate, energetic management, which demands that the Government 


organize itself to take a comprehensive view of the telecommunications 
rn, ; eee 3 2 : 
field, eee ee 2 5 


eH eH eee one 
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CHAPTER III 


UNITED STATES TELECOMMUNICATIONS AT HOME 


woul 


Our normal industrial and commercial life is dependent upon the 


transmission of millions of messages and conversations each day. 


A rapid flow of information is necessary to the operations of 


Government, Public health and safety require rapid telecommunica~— 
tions, Quick transmission of communications in storms, floods, fires, 
epidemics, and strikes facilitates control, rescue, remedy, and res~ 
toration, In keeping with our traditions of a free preas and public 
enlightenment, millions of words are transmitted annually for publi-~ 
cation in print and by radio broadcast. 

| The persistence of the demand for telecommunications is shown 
by what happees when either of the two basic systems~=the telephone ey 
and the tclegraph=~is unable to maintain service, 

Between April 7 and May 20, 1947, a large number of telephone 


company employees were on strike, The public telegraph load in the 


month of April jumped more than 8 million messages above the previous 
~ month and produced additional revenues estimated at $7.4 million, 


Conversely, during a telegraph strike in New York City from January 
8-to February 10, 1946, telegraph revenues dropped almost $3 million; 


ns a ‘substantial portion of that amount went into abnormal telephone 
_ receipts, : - z 


4 National Defengse.--The country's telephone and telegraph resources 
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provide the backbone of military telLecommmications in time of 
emorgency. The dependence of the armed forces upon the domestic 
telecommunications facilities of the United States 1s indicated 
by the following statement made to the Board by the Department 


of Defense: 

"The nerve system of National Defense is the sum 
total of all communication systems that are available, 
operationally and potentially, for the prosecution of 
any emergency or war effort, Tho operational existence 
of nation-wide systems of rapid voice and record communi- 
cations in peacetime is indispensable from the standpoint 
of meeting tho wartimo requirements of both the military 
services and the civil economy. As the intensity and com- 
plexity of warfare continues to increase, correspondingly 
greator demands will be placed on the communication systems 
of the nation from the standpoint of both circuit capacity 
and flexibility of operation, It is, therefore, considered 
in the vital interest of National Defense that there bo 
maintained within the United States to meet that necd as 
many nation-wide commercial communication systems as are 
economically feasible," 


Civil Defense.== Since the outbreak of the Korean action in June, 


+ 1950, the attention of the people and Government~-Federal, State, 


and city--has been drawn to the need to plan and: organize for civil 
defense, 

For the over-all national (utarcat thaws must be sound, modern, 
efficient nationwide systems for the rapid handling of telecommunica- 
tions. From the standpoint of national security and civil defense, 


and in view of the possibility of sabotage, strikes, and catastrophe, 


duplicate systems should be maintained, Circuits between key points 


. should not be concentrated in one cable, on one pole line, nor on 


a eee 
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one radio bean route, Nor should all terminal equipment serving key 
points be housed in one building, The dispersion and duplication of 
facilities should be congidered in all telecommunications planning 
for the future, In planning the defense of our cities against 


bombing, wo need to be sure that communication can be maintained 


_ both within and between cities, and that emergoncy means are available 


for communication with the populace by radio, 
The Two Basic Systems.--Although the telephone and telegraph 


systems do not offor precisely the same kind ‘of service, each can 
and does sorve at least ag a partial substitute or replacement for 


the other for emergency telecommunication. Much of their outside | 


“plant facilities can be used interchangeably, 


j To provide the nation with an adequate system for both peace 


and war, these two basic networks for tolecommunications should be 


developed and naintained. Practical considerations will limit the 


extent to which alternate routings will be foasible; but within those 


limits, each network should maintain separate inside and outside 


plant facilities with alternate circuit routes and terminals, 


In the discussion which follows, the soundness of the nation's 


‘telephone system ig apparent, On the contrary, the telograph aidustiyy 


has passed through a succession of crises which probably are not over. 


.. Ouérent improvements in the position of the industry afford an oppor= 


7 tunity to develop information nooded for sound, “long-range ee 


to avoid deers difficulties, He sbelteve that: pau management, — 


?: 
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and vigorous technological development can contribute further to 


the stability of the domestic telegraph system. 
The Telephone System 


The nation's telephone system consists of the Bell System with 
approximately 34 million telephones, together with some 5,000. 
independent telephone companies operating an additional 8 million 
telephones, 


\ 


Units of the Bell System are the American Telephone and Telegrapl: - 


| Company, its general departments and its long lines department, 20 


associated Bell operating companies, Western Electric Company, and 


the Bell Telephone Laboratorics. - The independent companies are 


served by a healthy manufacturing industry which has pioneered many 
important technical advances such as the use of dial telephones, | 


Description of the Bell System 
The Bell System's primary undertaking is the furnishing of 
telephone service, Through interconnecting’ arrangements with the 


independent companies, it provides domestic local and long-distance 


telephone service to the 42 million U, S, telephones, and international 


telephone service with nearly all of the balance of the estimated 72 


million world ueTOpOners -_ ( 


The Bell System alae ‘leases to its clients. telephone and tele~ 
graph circuits for various domestic services, maintains a eeistypemnlicn 
a a oe ~ = an i ; ; 1 rs . 
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exchange service (TWX), a telephone service to land riebile units ma 
to aircraft, and telephone service to overseas points and to ships 
at sea, the latter divided into two categories, coastal harbor and — 
high seas, 

| The. Bell Syatem in 1949 had total assets of nearly $11 billion 
and a gross annual cevenis of nearly $3 billion, It ows or controla 
about 80% of the telephones and receives about 90% of the revenues 
of the domestic telephone systems, L/ 

: General reliance upon telephone service igs so widespread in the 
nation that to itemize uses of it would be to labor the obvious, 

_Its public acceptance is evideneed by the fact that there is now a 
telephone for every 4 persons in the country, For the present pure - 
pose, this over-all contribution of the telephone industry to the 

‘national interest is taken for granted, and other individual contri= 


butions are discussed specifically. 


‘The Bel] System and the National Security 


je : 


The national soourity requires that there be available, to expand 


- or supplement the military commmications system, a nationwide effi- 


ced 


ae 


cient, integrated, and diversified domestic telephone system operated 
by persons loyal to the United States, Defense planning should also 


_ 


‘include multiple automatic communications systems on a national grid 


& _ 


1/ Attachment III-A gives sélected Bell System statistics which 
reflect the size, growth, and importance of the Bell System and some 
comparative data with the totals for all telephone carriers for 1949. 
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“to insure continuous operation if key points are destroyed. Further, 
wo must plan for essential expansion, and stock critical materials. 
Efficient, fully functioning civil operations which support the 
military operations are also nocessary to a successful war effort. 
To function properly, civil activities such as commerce, manufacturing, 
transportation, exercise of Government, eivil defense, fire protece- 
‘tion, and public information must have adequate rapid communication. 
| In time of national emergency, the communications networks must 
be secended to include many new manufacturing plants and military 
posts, Communications must be provided for fire protection and guard 


_ systems for these plants and’ posts, Convenient telephone pay stations _ 


a sN 
eens 


must bo furnished for workmen and military personnel, Frequently, 
trunklines as well as local facilities must be expanded, 
In World War II the Bell System provided 400 ,000 miles of inter- 
| city leased circuits and 2,600 ‘istypaweiter stations, built new 
facilities for over 3,000 military establishments, and provided 
600,000 telephones for ‘then, iiveveet webring eervice wae provided 
_ for 58 ‘Information and Filter Centers, handling Army Flash Calls at 


a 
ae | peak rate of 30 million annually... E 
: During World Wer iz public telephones were installed at 201 
_ camps (housing over 5,000 men each), at 376 attended locations aa 
volving about 3,000 attendants and nearly 19,000 telephones, Tele~ 
‘ phone facilitios wore also provided for 88 hospitals with 1,000 or 


more beds, with 102 attended Locations, 584 attendants, and over 
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“hy 600 telephones, The demands of World War II increased the tele- 
phone calls per month from 2. @ million in 1940 to 3.3 million in “-.. 
1945, an increase of 18%, To meet these PEEOREUE) the Bell System 
expanded from 17 million telephones, 89 million miles of wire, and 
$4.7 billion invested in plant in 1940 to 22 million telephones, 99. 
million miles of wire, and $5.7 billion invested in plant in 1945. 
the Boll System provides trained telecommmications personnel, 
In World War ly dh telegraph battalions were formed with men from 
the Bell System, In World War IT, communications specialists cadres . 
wore designated to provide a nuclous of experienced telephone men 
within each of 380 Signal Corps units. For these units 4,250 
officers and enlisted men came from the Bell System, Over 400 addi~ 
tional Bell System specialists volunteered under this plan for desig- 
nated commissioned staff positions in the Signal Corps, In all, — — 
nearly 70,000 men and women from the Bell Syston entered the militery ~ 
services during the war, Four affiliated units wore ordered to active | 
' duty in 1950 after the start of the fighting in Korea, In addition, 
“many trained civilian telephone operators replaced military oporatora. 
During World War II the Bell System eeanatea 26 plant schools, 
training 7,235 men for the armed forces, 
The system's laboratories holped materially in the development 
of new taols of war, ‘Tolephone rosearch conducted in peacetime proved 
to be valuable in many military probloms, enabling tho Bell labora» 


tories to make major contributions to such projects as gun directors, 
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rockots, torpedoes, guided norial missiles, detection of submarincs 
and magnetic mines, airplane crew trainors, propagation of microm _... 
waves, and microvavo relay equipment. In all, over 1,200 dldtary 
rosearch projects were carried through to completion. 

Tho extensive resources of the Bell System also mean that large 
quantities of critical items of matorials and equipment can be stored 
for war omergency uso, | 

The-axtonsive manufacturing facilities of the Western Electric 
Company, a Boll System subsidiary, made it possible to produce largo 
quantities of urgently-needed equipment for communications and 


military purposes, 


Tho Bell System and the National Economy 


the Bell System in 1949 received for its domestic communications 
services noerly $3 billion, It paid out about $2 billion in wages 
and salarics to somo 600,000 employees, and about $346 million in 
taxes, and collected for the Federal Government about 444 million | 
in oxcige taxes. Operating disbursements ‘of about $500 million, in 
addition to wages and taxes, weve made to other companies and indi- 
viduals, Dividends of about $216 million were paid to nearly a million 
stockholders, Capital expenditures of over $1 billion were made for 
expansion, The system's major contribution to the national economy, 
difficult to measure in dollars but nonetheless real, is the increase 


in business attributable to the convenience of rapid communication, 


« The Bell System and the connecting companies network provides 
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widesproad facilities for distribution of international wire and | 
radio telephone messages, These facilities connect the nearly 42 
million telephones in the U. S, with nearly 30 million telephones 
in 86" other countries of the world, In 1949 about 620,000 overseas 
and highseas telephone calls were completed, producing about $7 
‘million in revenue. 
‘Trends in the Bell Syston 

Technological Trends,--The domestic telephone communications 


_ systems have made many mechanical and technical advances which have 
improved the quality and speed of service, The "hearability" of 
_ the telephone has been improved about fourfold in the past 20 yeara 
ae through the use of newly-~déveloped equipment and techniques. Greater 
| use of automatic equipment has reduced the average time of completing 


toll and long distance calls from 1.8 minutes in 1948 to 1.5 minutes 


~ 


in 1949, with 95 out of every 100 being completed while the calling 
party was holding the line. 
Dial telephones have been increased to 73% of the total. Now 
type toll switching systema enable customers in large areas to dial 
‘their own calls directly to other cities beyond their local calling 
areas, . 
The provision of the toletypewriter exchange has made it possible 
for, any one ecletyooweiten to be connected to any other of the 25,000 
toletypewriters in the system, _ ” 


, Coaxial cable and microwave relay have appreciably increased the 
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available channel saeoney and improved in great measure the quality 
of electrical transmissions. 

; Manual switching or relaying has been greatly reduced through 
the use of improved automatic switching systems. Toll dialing equip~ 
mont is now in operation to permit operators to dial toll calls 
straight through on 25,000 toll ciroultes to over 600 cities or townd, 


Economic Trends.--Since 1939 average hourly earnings in the’ 


“telaphone industry have increased 70% and costs of materials have 


increased more than proportionally, For instance, in 1949, electro~ 
lytic copper was 2,2 times its 1939 cost, zinc 3.3 times the 1939. 
cost, and lead 3.38 times the 1939 cost, These rising costs have ee 
been offset in part by operating economies and by local rate increases, 


From the early days of the telephone, revenues from local service 


have generally followed business conditions, lagging behind somowhat 


- and fluctuating to a lesser extent, Through the years there has 


been an increase in the number of local calls that can be made without 


“4nereaging the subscriber's monthly bill, 


World Yar II started another cycle of rising costs which the 


company has sought to offset by requesting increasod local rates, 


| With earnings below the average of the previous 25 years, the Bell 


Telephone Companies, faced with riging costa and wages and the need 


-. to oxpand plant facilitics, in 1946 secured local rate increases in 


8 states and requested rate increases’ in 16 others, By 1949 increases 
in local rates: had become effective in, or had beon requested in, - 
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practically every state. Though increases in local telephone rates 
have varied for different classes of service in different places, 
the increases requested (including those already granted) averaged 
about 20% of the Bell System revenues, 
The U. S. Treasury Department 1947 study entitled "Excise Taxes 
on Communications" summarized the subject of rates as follows: 
"Rates charged on local telephone service vary among 
localities and are subject to differences in State regula- 
tory practices, Following increases made after World War 
I, there were no important changes in basic rates until 
1946, There was a slight decline between 1935 and 1941, 
but no change in prices to consumers during the war except 
for the increase in excise tax, Although basic rates re= 
mainod substantially unchanged for a long period, the rate 
of roturn permitted to be earned has shown a long-term 
decline. Rates probably wore not reduced during the period 
between the warg because the increase in the demand for 
local telephone service apparently leads ‘to higher unit 
costs which the companies have only been able to offset by 
technological developments and increased employee work loads. 
Because of higher costs, rates are now boing increased." 
Since 1919 interstate long distance rates have been periodically 
 veduced, under the jurisdiction of both the Interstate Commerce 
- Commission and the FCC, Over the period, 14 reductions have been 
made, Most recent action was taken on January 19, 1951, when the - 
ss FOG directed that A, T, & T, and ite 20 affiliates in the United 
States file a statement before March 23 on the pasis of which decision 
would be taken on a possible interim reduction of long-distance rates. 
_ Hearings to determine whother existing rates are unjust, unreasonable 
and burdensome were schoduled to begin April 16, - 


‘4 ~=©The Commission's order was taken as occasion by tho National 
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Association of Railroad and Utilities Commissioners (NARUC )== 
ropresentative of the state commissions whose responsibility is for 
intrastate rates ag distinguished fron the interstate toll rates 
with which FCG is concernod=-to potition to intervene and sook 
enlargement of the issues. The NARUC move was strongly oniorsed by 
- Senator Ernest W. McFarland of Arizona, Chairman of the Communications 
Subcommittee of the Senate Interstate and Foreign Commerce Committee. 
In a letter to the Commissioners, Faves 30, 1951, Senator McFarland 
said in part: 


"Tho problem of disparity in telephone rates has disturbed me 
for a long time although I appreciate that it is commendable on : 

the part of tho Federal regulatory agency to be vigilant in 
‘ — attempting to avoid an inordinately high return to the American 

: - gompany on its plant investment. The trouble is that the 
general public does not realize that every move that is made 
to reduce long distance toll rates results directly or indi- 
- ~ yeotly in an eventual increase in local exchange rates and in 

_ intrastate toll telephone ratedeces 


"Some of the oxamples,..of differences between an interstate 
toll rate and an intrastate rate for an identical or nearly 
identical mileage are almost fantastic, For instance, tho 
threo minute station-to-station rate between Florence and Yuma, — 
Arizona, is $1,05 while the rate for the samo service between 

‘Yuma and Winterhaven,California, is 80¢ although the telephone 
route mileage ig identical, namely 197 milessese 


(Wo all know that tho nationwide telephone plant is a complex ~ 
and closely integrated structure and that over the years no 
- geparation formula has been wholly fair or wholly satisfactory 
either to the American company and the associated companies or 
-to the 4% state commissions, But-one thing is cloar to all 
.-. of ugeethere would be no long distance toll business without 
“% the local plant and the local telephone instrument in each home 
and businessese.e 


g WThe fact remains that while the Commission (FCC) has ordered. _. 
ee. 4 long distance rates lowered, local exchange and intrastate rates 
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have steadily increased, Moreover, while wages and other goneral 
_ expenses of doing business have increased tremendously, those 
who use-the long distance actually get choaper sorvice, In my 
judemont, this anomaly cannot be oxplained away by moroly ine 
sisting that greater volume of long distance businoss has 
brought this about since it is clear without any question that 
the basic volume increase is due largely to the tromendous 
oxpansion of local facilities," 
- Tho Western Union Telegraph Company also filed a petition to 
intervene, on the ground that a substantial reduction of long-distance 
‘rates might advorsely affect its financial stability. The Gonoral - 
| Services Administration of the Federal Government also potitioned “is 
to intervene, citing that the Government is among the largest single 
customers of the Bell Syston, 
Total taxcg on the Bell System's telephone service in 1949 aggro~ 
gated nearly $800 million--an increase of about $100 million over 1948. 
Since the carly days of tho telephone, the-grosa revenues of the 
telephone systoms and in particular the Bell System have increased 
ba rapidly except for a temporary regrossion following 1930, By about 
1940 the Bell System had again reached the revenue level of 1930, _ 
..and the impetus of World War II increased its earnings even more-~— 
rapidly until in 1949 its grosa revenues wore nearly $3 billion. 
The capital investment, operating oxpenses, and taxes showed 
the same general rise from 1925 to 1950, increasing more rapidly 
since World War II, As a result the per cent return on capital of 
% 
- the, Bell System (ineluding Western Electric) showed a steady decline 
from a ‘high of 8, 7% in 1927 and 1928 to ly dn 1933, then fluctuated 
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botwoen a high of 7% in 1940 and a low of 4.5% in 1947, reaching 
Ae 9% in 1949, . The average return for tho 25»ycar period was 6e2Ohe 
- Through 1931 the ALT. & T, never failed to carn its dividend. 

| In the next 17 years, there wore 9 years when the dividend was not 
earned but was paid partly out of the surplus accumulated ovor the 
yoars, The Bell Syatem at the end of 1949 had Q surplus applicable 

“tae. fT, & T, stock of over $340 million, 

——- “with ‘minor exceptions there has been for some years a monopoly 
of telephone service in each aroa. Rates and sorvices, instead of 7 
being controlled by competition, are now regulated by State commissions 
and the Federal Communications Commission, Although there are more 
than 5,000 telophoné companies in the U, S., tho Boll System is the 
dominant unit in the domostic telephone communications field, Actual 
ounévabip of the Bell System is now in the hands of nearly 1 million ; 

= gtockholders. | | : 
Genoral Trends,--The growth of the Boll System reflects the im= 
i of the telephone. to U. 5. industry and social life. 

The requirements of the public for. rapid, flexible -record cofi- 
unications led to the oxpansion of the Bell System's private line 
service, begun before 1890, and its telotypewriter exchange service 
(TWX), started in 1931, Together these total nearly 48,000 stations, 

With revenues of $46 million in 1949. 
Mobile radio telephone service for ahips and small craft has 


otisted for a number of years, State and city police have used private 
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“mobile radio telephones since the early 1930's. The second world 
war increased the demand for communications in all circumstances. 

In response to this requirement, tho Boll System in 1946 inaugurated 
the new domestic public land mobile radio telephone service, pro= 
viding for connection via radio and wire with any other telephone 

in the nation, By the end of 1949 it was available in 144 areas, and 
on certain railroad trains. 


Influences Affecting the Bell System 2 
Public demand is a powerful instrument in shaping the policy and 
spations of the Bell System, Demands for better quality and faster 
and. cheaper service, and the company's sshd of performance, have led 
to many technical and operational improvements, Subscriber objec= 
| tion ‘to delays in completion of toll calls and the ever-increasing a 
-yolume of calls stimlated the ostablishnent of the toll dialing 
a . system, Demands for long distance telephone service beyond the 
| capacity of existing plant facilities led to the development of the 
carrier system, the coaxial cable, and the microwave radio relay. 
Through arrangements between Western Union and the telephone 
‘company, 8 tolephone subscriber may dictate a telegram to the Western 
Union operator and have the cost charged to the monthly telephone bill. 
The telephone company collects the chargo, deducts its commission 
‘fdr the work performed, and pays Western Union. Conversely, Western 
Union frequently makos delivery of telegrams by telephone, In addition 
tosthe normal telephone service furnished to Western Union, the | 
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telephone company also leases considerable circuit mileage to Western 
Union for its use, At tho same time, the Boll Systom competes with 
Western Union for acta communication business through its tele=- 
typowriter oxchange service, private line teletypowriter, and some 
tolograph sorvice, 


The Bell System is closely related to other domestic telecomnm- 


nications systems such as are used by broadcasting, airlines, and 


other companies, because it leases to them the circuits which make 


_. these systems possible, 


The Telegraph System 
Rapid record delivered tologram service in the United States is 
provided principally by tho Western Union Telegraph Company. The = -. 
service involves the carrior's taking possession of a message, charging 
for it on a word-count basis, and conveying it by rapid means to the 


addressee, The business came into boing something over a century 


“ago, displacing the Pony Express familiar in American legend. During 


the past twenty years, the telegraph ‘business has undergone a numbor 


of economic vicissitudes, In an effort to overcome these, the Congress - 
in 1943 pormitted merger of the Postal Telegraph Company with the 


Western Union ‘Telegraph Company, As the company neared the start of 


ita second century, increased business and industrial activity in the 
. adie 


United States and increased alortnoss and aggressiveness on the part 


~ of Western Union's management combined in April 1950 to change the 
ee Mens Bie BEES Uh Fees ; ie 2 
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oarning status of the company for the better. “Western Union in 
1950 showed an encovraging ast income after several yoars of doficit 
operation, 

The troubles of the tolograph industry gave concérn to Congress 
as many ag fiftoen or gixtcen years ago, Tha 1943 morger action 


stemmed from those troubles, Recommendation has been made from tine 


to time that a thoroughgoing long-range study of the problems of tele- 


praph communication should be made by appropriate Government authority. 
The most recent such rocommondation was that of the Federal Communi-— 


cations Commission in 1946, but the necessary funds were not mado 


available by Congress. Present performance and immediate prospects, 


however encouraging, do not eliminate the noed for such a study. 


Description of We: ste rn Union Telegraph Company 
Since its incorporation in 1851, ‘Western Union has gradually 7 


developed into an integrated nationwide ‘telegraph system through 


purchase, lease, or stock ownership of more than 500 telegraph proper- 
ties, The merger of the Postal Telegraph Gompany with Western Union 


“in 1943 virtually completed this process. Tho system operates as a 


regulated monopoly under the provisions of the Communications Act, 


| which places regulation of interstate and foreign communications by 
_ telephone and telegraph, both wire and radio, in the hands of the 
te * ‘ 


- -Foderal Commnications Commission, Purely intrastate wire communicas— 


tion does not fall within Commission jupigdiction, (9:0 00 mem 


ko 


— RESTRICTED 


Approved For Release 2002/01/04 : CIA-RDP84-00499R000700100001-8 


| 


5 oS. 


Approved For Release 2002/01/04 : CIA-RDP84-00499R000700100001-8 
88, 


The provisions of the Act require that common carriers subject 


thereto furnish service at reasonable charges upon reasonable request, 


Without: Commission approval, carriers may not construct or acquire 


interstate lines or curtail or discontinue service. All charges, 


practices, classifications, and regulations must be just, reasonable 


and non-discriminatory. Common carriers file with the Commission 


tariff schedules for regulatory purposes. 

Western Union as it operates today under this public sanction 
webs the nation with more than a million miles of open wire and almost 
380,000 miles of wire in undergound and overhead cables. This outside 
plant, directly or through tributary lines of telephone sonsanoa’” 3 


serves almost 30,000 public telegraph agencies and offices and 22,000 


‘private customer offices scattered over the nation, In addition, 42 . 


million telephones: in ‘the United States are available. to ‘the subscri~ 


here. for the filing or rocoipt of tolegrama. 


‘Over 41,000 employees received more than $125 million in 1949 
for operating and maintaining this system. More than 174 million — 


domestic telegram mossages were handled in 1949, producing revenuea 


of $141 million at the average toll of about. $2 cents per message. 


‘Not investment in this communication plant runs over $172 million, 

The largest customer of Western Union is the United States 
Government, which as a single user, spOiiaee more than 3% of the 
total domestic operating revenues of the company. 


4 
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Western Union offers a number of telegraph services, including 


sipalpie teloeran, sorial, day letter, night letter, telegraphic 
money order, telemeter service, ee eer ee ee tele- 
graph systoms, commercial news service, and illustrated telegram 
service, In addition, it handles correct timo service, messenger 
errand service, messenger distribution service, collection and re- 


mittance sorvice, and American Express money orders and travelers! 


checks. ; - agen a Ladi pe a, abate: 


While, historically, Western Union has been and still’ is a 
wire system, it has recently begun to utilize radio in several 
applications. One of those is the use of microwaves (radio beam) 
sorvice" which involves pickup and delivery of telegrams by 
cruising automobiles connected by radio with the contral office, 
Still another is the marine reporting service, involving the re- 
porting of vessels to the central office by radio from pilot vessels. 

By far the bulk of the traffic today is recorded on automatic 
typowriters called "teleprinters" or on typing reperforatora. ‘The 
old-fashioned mammal Morse system is disappearing, while the fac- 
simile mothod may emerge as a fully automatic device requiring little 


operating labor, As the namo implioa, thig method aims to reproduce 


at ‘the“eceiving end the material as offered for transmission-- 


written, printed, typed, or drawn matter, 
ie ae a gee - . 
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With the United States today a leader in world affairs, tho need 


. for efficient international communications is ohvious. International 


telegraph communications originate at or are destined to places all 
over the United States. Hence a pickup and delivery facility is 
necessary, This facility is provided for the genoral public by the 
ree Union's nationwido system of wires ani offices, Tho syatom — 
Seven ase eiay Western Union's overseas cable service but those of 
éthap ee cable and radiotelegraph companies. However , in gate~ 
way ofties nost of the commercial overseas companies handle a large 


percontage of their own pickups and deliverios, 


Westorn Union and National Security 


With a few excoptions, tho armed forces of the United States do 
not construct or own domestic wire telegraph networks, Their domestic 
telegraph requirements aro met by noni tolegram service provided by 

Western Union and by lease of facilities from the telegraph and tele=# 
phone denpauiee: . . 

" Potential demand for telegraph services in any future war may 
be gauged by the demands made upon the telegraph industry in World 
War II, Federal Governmont domestic messages rose from 2.5 million 
in 1937 to more than 14,5 million at the war period peak ir 1943, or 
almost six times. In addition, the armed: forces began to lease tele= 
gitaph lines from Western Union in significant volume in 1938 and these 
facilities roached a war peak of 1,800 miles in 1944, The growth of 
-sudh senvide has beon accelerated in the postwar period and had 
reached 78,000 miles in September 1950, 
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wisi ; 
The telegraph industry S56 provides an immediate source of 
oe "know-how! and facilities to meet special communications require- 
| menta of the military. -In World War II, Western Union was called 
upon to handle more than 7,000 spedial telegraph projects for war 
purposes, These included development of special equipment to meot 
avai military requirements, adaptatdon of existing equipment, and many 
research assignments. 
In peacetime the telegraph industry provides a ready resorvoir 
of trained jciupiakaatd sie pesaonsed! More than 10,000 employees 
of Western Union and Postal entered military seeviee during World . 
War II, Assuming that the bulk of these performed military duty 
for which they were alroady trained, the military was thus relieved 
of much training effort. The industry not only had to train addi- 
‘tional persomel tp handle increasing war business, but also had to 
train replacements for those who entered the armed forces. 
Well over $5 million was expended by the telegraph companies 
to set up and operate training organizations. Taking advantage of 
‘the school facilities, the military fitted hundreds of members of 
the armed forces into these groups, in order to reduce its own mame . 
moth training job. : 
Apart from huge increases in the carriage of messages, special 
~ olreult facilities and equipment were supplied to the Department of 
State, the Federal Bureau of Investigation, the Maritdme Gomisaadons 
. sit | ; 3 
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the Office of Strategic Services, the Office of War Information, 
aera Army, flay, diay Aa eden Control, British Admiralty, 
British Air Commission, other governmental agencies, and many 
large basic war industries, Special tellepeaneérvioss were created, 
including the casualty waaeuge procedure, the Expeditionary Force 
Message, the Homeward Bound Message, and the reduced. rate telegraph 
money order, . ; . a 
Telegraphic communication "know-how," research, and development 
contributed to the solution of many military communications problems, 
Special automatic equipment and circuits were involved, such as 
radio multiplex, telekrypton, telefax, varioplex on ocean cables, 
multiple film scene selector, reperforator switching, means for 
generation of additional channels from existing wire line plant, 


a etc, While some of these activities produced results applicable 


O 5 
in peacetime, others tended to defer the normal long-range program 
of modernization, = 

: Western Union and the National Economy 
Significant measures of Western Union's participation in the 
domestic economy aré the following rounded figures for 1949: 
a * Total gee investment tn communication ~ ~ _ 
; ; plait vee eee eens ee «+ $272,000,000 
Operating revenues e e ’ s * ry e °¢ e e * ee @ $171,000 ,000 
s 3 - : E — wy 
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Total telegraph offices 4s ee eee eee 29,400 
Tolegraph revenue messages handled. « +. « » » 174,000,000 


Number of employees 


(October 31, 1949). » ‘ - 41,600 


> 
. 
* 
. 
e 
e 
e 


Total employee compensation . « « » » »« « » « $125,900,000 


Total interest charges 
(domestic and overseas). « «+ + + » © $ 3,150,000 


Federal and State taxes ~ 


paid by company. . « « « « eo $ 5,775,000 , 


Federal excise taxes - 
paid by customers. « « « 6 6 6 © « © © © $ 36,500,000 


Trends _in Western Union 


‘Technological Trends 


Transmission of domestic telegraph messages for many years was 
accomplished almost wholly by the manual method, employing the 


FORE, Auch Morse "dot-dash™ code. 


In 1915 "eaten Union began a series of technological improve= 
| nents with the introduction of the "automatic multiplex telegraph 
system" on its trunkline network, “In this system the-circult is_ 
"miltiplexed" into two or more channels, each of which can carry a 
message in two directions simultaneously. The system is “automatic" 
. *4n' that’ the sending operator, by operating a keyboard, punches a tape 
which is automatically fed into the system and the transmission is 
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automatically received on an electric typewriter at the receiving 
end of the channel, The new system improved accuracy and speed of 
service, raised the productivity of operators, and obviated large 
capital expenditures which would otherwise have been necessary to 


carry increasing volumes of traffic with equal or improved quality 


_ of service, 


In 1926 a modified version of the automatic syatem, known as 
the "simplex printing telegraph system," was applied to circuits con= 
necting madn offices to branch-offices and to smaller independent . = 
offices in other communities. By 1928 most of the telegraph companies! 


branch offices had been so equipped. At this point, to round out the 


automatic system, the telegraph companies began making installations 


of. this type in the offices of larger customers, © © ---..- 


Because, with little instruction, an ordinary typist could send 


and receive telegrams on them, these electric telegraph "typewriters" 


“* “were well received by the larger users of the telegraph service, The 


. installation of simplex printers made it unnecessary for a customer 


who wanted a rapid service to employ a Morse operator. The telegraph 


companies were also interested in avoiding the delay and expense: of 


messénger pickup and delivery. Today more than 20,000 such printers 
atte int customers! service .and many thousands more are in use in tele- 


graph offices operated directly or indirectly by Western Union itself, 
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en ee er nienre i tt tener 


en route, To oliminate such labor-consuming, delaying, and error= 


of operation, but, because of war conditions, the program was more 


gram, originally scheduled to be completed in seven years,. was 


- plan to the extent that the objectives sought at the time of merger 


are today practically realized, In this system each area relay 


“ poasibilitios’ of. facsimile to transmit and record reproductions of 


andy branch offices and main offices. By 1934 it waa determined that, 
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Even with the automatic system, a telegram moving across the 
country had to be typed manually from two to six or oven seven times 
producing manual re-transmissions, the company initiated a limited 
program of reperforator switching at its larger relay offices. By 


1943 several of ita larger offices had been converted to this type 


or less suspended, Following the merger of Postal with Western 
Union in the fall of 1943, an extensive program to modernize and 
mechanize the combined operation ind plant and to improve isieenanl, 
service was planned, 


Insofar as reperforator rolay switching is concerned, the pro- 


speeded up in January 1946, The dire necessity for reducing costs 


and improving handling methods accelerated the reperforator switching 


center has direct circuit connections with every other area relay 
center, thus avoiding relays through intermediate conters. 


In the early 1930's Western Union undertook to investigate the 


printed, typed, and hand-written copy. The system was tried on both 
intercity trunk circuits and on short lines between the customers! * fe oo 
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Nevertheless, developmental work continued and some installations 


— operation requires no skill, It is fully automatic once the mossage 


fax units have been installed in customors' offices,__The company's 


, improvement. 


- for aerial lines in congested aTOaS. 
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in its then stato of devolopment, facsimile had a gpeed in words 


per minute far below that of other systoms in use at the time, 


were made until the project had to be sus ponded during the war. 
Emerging after the war was the deskefax, a gmall and relatively 

inexpensive machine capable of sending and receiving mossages, The 

blank is placed in the machine and the starting button deprossed. 


As. part of Western Union's postwar program, more than 2,000 dosk=- 


management believes that tho " desk-fax promises to solve, in part 
at least, the perplexing problem of quick and economical pickup_am 
delivery of telegrams. | 

To agsist in the solution of the pickup and delivery problem 
at branch and Nagenoy" offices, installation of transmitting and 
recording facsinite equipment daeteusa to handle a substantial volume 


i 


‘of telegrams is part of Western Union's current program of plant 


One of the heavy expense burdens borne by the communications 
industry is the construction and maintenance of its trunk circuit 
plant. Over the years, Western Union has continued the erection Of -o. 
stronger and better pole lines, replacing the less ‘desirable and‘ Leas 


efficient iron wire with copper, and aubstituting underground cable 
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In 1934 Western Union commenced the use of carrier current 


‘telegraphy in its network of trunk facilities, Carrier operation 


permits the derivation of a multiplicity of circuits from a-smaller 


“number of wires. Even when the cost of the torminal-equipment 


necessary to derive the additional circuits is deducted, the savings 


over the construction of new wire lines are high. 


By 1944 carrier current telegraph had developed to the extent 


that installations between New York and Washington provided 36 high» 


speed twosway telegraph circuits on two physical wires, By this. 


‘ timo, it was clear to Western Union that carrior operation was'a vast 
ie inprovenent over the "ground return" single wire trunk circuit opera- 


. tion then in general 1 use, o se 


Western Union's wire plant in 1930 pecnaees 219,000 miles of 
pole line and over 1.5 million miles of open wire, The are of 


Postal with Westorn Union in 1943 added 31,000 miles of Postal line SoS 


and 334 000 miles of wire, but, because “of its physical mona Ys OMe: 


most of this equipment was dismantled after World War II, 
By 1950 Western Union's wire plant had contracted to 205,000 


' miles of pole line (of which 98,000 miles are railroad lines shared 


by Western Union) and to a little over 1 million’ miled of wire. 
— addition to this plant, the company installed and operates 

nore than 800 niles of multi-channel radio beam, and leases Pace 

the telephone companios i 25, million miles of carrier channels, 


“ee ‘The demands of World War II accelerated research and developaent 
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nes in the use of radio, particularly on frequencies above 30 million 
cycles... Much Made Ioarnied about the behavior and uso of frequencies _ 
from 30. million to' 10 billion cycles. From this research, it has 
become possible to adapt radio beams to the transmission of record 
communications, - 
Radio beam (microwave) relay involves the construction of a 
_ Series of towered radio stations along the Adaivea xoute, spaced 
about 30° uiilés ‘apart. The beam system obviates the otherwise neces= 
sary continuous rights of way, pole lines, cross arms, and wires, 
| As a rosult of the chant cata nruabeean; GGSEOEn Union states 
that its modernized telegraph plant is capable of handling more than 
double the present telegraph volume. Percentage utilization of plant 
available for message business as of October 1950 wag as follows: 
Daily peak period (one-half hour) 32% 
Over 24-hour weekday aot eee wt Ae? 
Over Saturday-Sunday weekend «AS 
The company declares that it recognizes the vital importance 
of maintaining separate trunking systems as between oral and record 
communications. Asked what its intentions were as. between leasing ~~ 
of trunke-line facilities from the Bell Syatem and the continued 
construction of its radio beam system, Western Union told the Presi-« 
dent's Communications Policy Board on November 6, 1950: 
i "Contrary to the impression that may have been created 
‘ by Western Union's increasing use of facilities leased from 
tolephone companies in recent years, Western Union has at 


the present time and intends to retain in the future a. com- 
4 prehensive network of physical facilities entirely independent | 


\ 
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of telephone facilities... 


Re "Western Union has substantially completed large~scale 
aN rebuilding of its circuit facilities on an FM carrier 
' basis, This has involved the transposition and loading 
of physical wires on which FM carrier was imposed, the 
addition of FM carrier on radio beam voice bands and as 
required, on leased voice bands. Its radio beam system 
‘ linking New York, Philadelphia, Washington, and Pittsburgh, 
is in operation, and in connection with the expansion of 
this system the Company has planned routes across the nation 
and has acquired tower sites as far west and south as 
Minneapolis, Kansas City, Dallas, and Atlanta. 


"These plans reflect Western Union's recognition of 
the advisability, in the inverest of national security, 
that a nationwide network of telegraph trunking circuits 
be for reasons of physical security separate from tho cir- 
cuits carrying voice communications. Given favorable econo- 
mie conditions and the high level of demand for circuits 
that makes radio beam systems economically justifiable, we 
envisage over a period of time a radio beam system pro- 
viding trunk facilities between major cities, replacing 
leased facilities and some parts of Western Union's 
existing wire plant. 


4 “The speed and extent of the expansion of the radio 
beam system are necessarily dependent, however, upon the 
establishment of National Policy. Western Union's ability 
‘ to obtain necessary capital funds for the expansion will 
be influenced in major degree by the establishment of 
National Policy strengthening its financial position; and 

the expansion can be justified as a matter of economics 
only if National Policy is formulated to the end that 
telegraph traffic which has been diverted from Western 
Union be returned to it." 


As of December 31, 1949, Western Unton's outside plant facilities 
/ weret “ae 
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100, 
Milos of Line 
Jointly Percent 
Facility Owned Owned Leased Leased 
Pole Line 88,169 13,272 6,359 590 
Wire 1,030,000 11,040 25,750 24.10 
Aerial Cable 725758. 19 308 257 027 
indeeeeount Cable 260,012 15,057 | 1,992 720 
‘Garrier System Kiles 
On Owned On Owned Leased Voice Percent 
seid Channel . Wires. Radio Beam § Frequency 1/ eased l/ — 
300 cycles — 72,908 6,908 36,531 31.4 
150 cycles 212,641 ~ 75,216 1,206,240 80.7 
Other 7,898 . - a =e is 


1/ Almost wholly from A, T. & T. and associated companies _ 
The relative costs per telegraph channel mile, assuming the 
actual asaignments made to the various types of service, were stated 


‘by Western Union in Octobor 1950 ass 


1. For Western Union lines $19 «70 
2. For lines leased from telephone company 5.30 
3. For microwave ee 6.30 


In summary, basic technological developments in Western Union 
- have been directéd not only toward economy in investment, reduction 
ig operating expense, and improvements in existing services, but also 


toward new services. Some of these are telemeter service and private 


~ 


automatic telegram systems, and currently, a private telegraph network eee: 


. RESTRICTED 


Approved For Release 2002/01/04 : CIA-RDP84-00499R000700100001-8 


Approved For Release 2002/01/04 : CIA-RDP84-00499R000700100001-8 


Z : . 2 : oa ¥ 101. 


suvolrine witonitie awitching centers located in Western Union offices 
. and operated by Western Union personnel, . & moor 
| Service Trends 
Western Union's basic service is the transmission of telegraph 
messages; this is supplemented, as has been’ explained, by a number 
of allied services including tho leasing of circuits, Discussion 
of service trends hence involves message Hussneess. _ Which can be | 
measured by the number of telegrams transmitted and by the ‘revenues | 
: they produce, and non=transmission business, the most convenient | | 
-- . measure of which is revenues» aie tee : | 
Message Business. About. 80% of Western Union's - ineGne is prom 
" auced by + telegrams, the most important of which is the full-rate 
 goecalled "day message," which brings in almost 75% of the company's 
total public message service revenues. Business messages-~those 
concerned with commercial transactions as distinguished from personal 
A |, and social matters--account for about 15% of the total message volume. 
he” general trend of Western Union's message volume between 1927 
and 1949 was downward. The reduced rate serial service, after a fast 
build-up in 1934, had steadied down to about 7,5 million messages in 
1949. Money order mesaages, on the other hand, show a rathor healthy 
long-range growth. 


-* = The reduced rate fitimod wire service" classification, which had 


reached a peak of 8,5 million messages in 1949; was gece Creo 


‘tanued by a Poderes Communications Commission because it wag found 
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to be unjustly discriminatory. 
The reduced rate greoting messago--a "social" rathor than "business" 
service--had reached a record volume of 22 million in 1941. hia 
_ Service and all other non-essential activities of Western Union were 
endeared’ aizconetied by the Board of War Communications in 1942 in 
order to cloar tho lines for essential war ‘traffic, They were not 
_ restored after the war, 
The number of Governnent transmission messages averaged around 
1.5 million per annum between 1926 and 1941, roso to a peak of over 
14.5 million per annum during the war wages then fell off to an 
. average of about 3 million, standing at less than 2.5 million in 1949, 
2. | . The trend is similar for non-Government messages but not so pronounced, a: 
These messages totaled 189 million in 1926 and dropped erratically 
“thereafter. ‘They numbered 151 million in 1949. | | 
With these changes-in the charactor and quantity of transmisaion 
messages, the total of all mossages dropped by 30 million or 14% 
* between 1927 and 1949; because of rate inereases, however, revenuss 
PBe86 by $11 million or 8% over the same period, 1/ 
Western Union's message volume is sensitive in two ways to the 


' marked increase in the number of tolephones in the United States, 


The total of telophones of tho Boll Syatem, which serves over 80% of 


the country's telephone subscribers, stood at about 12 million in 


ay Attachments III-B and ITT-C 
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1925, 17.5 million in 1940, 22.5 million in 1945, and over 33 million 
in 1949, Tho telephone has probably taken over social and porsonal 
businoss from the telegraph, ‘The increase in the number of telephones 
has increased the number of direct avenues to telegraph service, since 
Western Union receives messages by telephone for transmission, 
through cooperative billing arrangements with telephone companies, 
Growth of air-mail service is another factor. taken into account 
in analyses of reasons for the decline in telegraph message business, 
The question of dependability of delivery--a major consideration in 
business transactions such as supply 75% of Western Union's message 
volume--here has to be balanced against savings in cost. 


Non-Transmission Busingss.=-Non-transmission service revenues 


 dncreased from about $8 million in 1927 to almost $20 million in 1949, 


a vise of 150%, Loased services. and money order charges show almost 


a steady climb during the same poriod. Measured service (telemeter), 


customer pays a rate based on the monthly accumulative number of 


_words transmitted, has grown from $36,000 in 1936, when the service 
was established, to almost~$2.5 million in 1949, 1/ Altogethor, 


non-trangmission revenues, which represented about 5,5% of all operating 


revenues in 1927, had risen to 11% of the total in 1949. 


-* A substantial portion of the increase in non-transmission business 


~ 
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came from the increase in leased circuits. These in 1927 had pro- 
duced revenues of slightly more than $2 million; by 1949 the figure 
had risen to $7.5 million, An illustration of the growth of leased 
facilities in the latter part of the period is given by data from 


Western Union on facilities leased to Government agencics: 


Miles of ~ Number of Western 
Year Revenues .. Circuits Union-owned Printers 
a 3937 4,800 100 + 4 
1944 790, 500 57,300 250 
1949 1,421,200 106,000 470 
1950 1,726, 300* 135,000 600 


¥Egtimated on basis of first eight months actual, 

Some organizations operating Leased facilities estimate that they 
are saving from 20% to 40% of what their telegraph expenses would 
otherwise be; it ia likely that the’ increased use of leased circuits 
has contributed to the decline in message business. An isolated 

"age cited by Western Union: is a drop of 50% in monthly public message 
revenue at its main office in Schenectady, New York, which is explained 


as "caused mainly. by the conversion of the file of our largest customer . 


= thane (General Electric) to a asses wire erste: sot up by Western pate 
. Union for that company." 
Need for thorough study of the situation is. ‘indicated by the fact 
~. that though the leasing of circuits is growing, is regarded as saving 
nohey for lessees, and is probably reducing Western ‘Union's message 


, oe business, the question whethor leasing gives Western, ‘Union any profit 


‘earhot be firmly anawered, In response to an oat 20n: the ain 
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as to the profitability of leased wire service, Western Union reported s 


1. The factors involved in a study of the over-all economics of 


private wire systems are exceedingly complex, so that several months 


- would be required for completion of a atudy in procesa, and a direct 


answer to the question could hot be givon. . TE ree ee ce ate ks 

2, . The profit’ margin, if any, as indicated by the study thus far, 
is small, the rental of out-station equipment and switching center 
equipment is almost certainly done at a loss. . 


In its response, Western Union took occasion to comment that: 


"In the operation of private wire service Western 


~="tinion hag been faced with the Hobson's choice of meeting 


the rates of the Bell System, in which private telegraph 
and TWX systems are an insignificant part of the total 
revenues and upon which a profit is relatively unimportant 
+o the well-being of the telephone system, or go out of the 
business and see an over increasing proportion of the volume 

record business diverted to the Bell Systom. Until there 
4g an over-all intogration of rates for communications 
sorvice in accord with a national policy of foatering sound 
economic conditions in the industry it seoms that the kind 
of chaotic situation that now exists in this field will 
continue," 


Influence of TWX,.--Revenues of the teletypewriter exchange service ’ 


(TWX) to which Western Union referred have showna significant in- 


crease, In this service, the carrier provides the necessary terminal, 


teletypewriter equipment at the subscriber's location and the desired 


al 


public telephone service. Timo rather than words serves as the base 


for the tolls. 


‘In 1931, the first year TWX service was offered to the public, 
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revenuead amounted to only $7,000, They climbed steadily to a peak 
of $23 million in 1943, fell to $13 million in 1946 and again clinbod 
to almost $18 million in 1949. Private line teletypewriter service, 
without. the exchange feature, brought the telephone companies $25.5 
million in revenues in 1949, ag against 89.5 million in 1935. 

But here again there 4s need of knowledge. In October 1949 the 


Chairman of the Communications Subcommittee of the Senate Committees 


‘on Interstate and Foreign Commerce requested the Federal Communications ~ 


‘Commission to furnish information on the TWX service of the Bell 


System, This subcommittee wanted data particularly on the TWX rate 


atructure, on whether the present rates would be compensatory if that 


. gervice were an independently operated organization, and also on the 


extent to which TWX is servicing all business or only the lucrative 
port thereof. 
The Federal Communications Goidiaaton, in responding to this 


request, regretted "that it is not in a position at this time /ilarch 


- 19507 to furnish your committee with reliable data which would provide 
the basis for some dotermination es to the extent to which current 
“ot eatag for TWX service rendered by the Bell System Companies are com- 
“ pensatory to those companics," pointing out that Bell System repre~ 


a sentatives estimated that a current study would cost between $400,000 


ahd #70000 and require on their part from four to six months, and 
that no study had been made since one in 1935, which is not considered 


reliable for application to the situation today. ; 
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The Commission also made the following pointar._ 


a 


1, On March 1, 1944, overtime rates for TWX service wore 


- ‘reduced from about one-third of the initial period rates to about ! 


| 
i 


, : ’ 
one-quarter, resulting in estimated annual savings of $2.4 million 


to users. . 


a _ & On February 1, 1946, the initial period rates for con- 


nections in excess of 350 miles were reduced by amounts ranging 
from 5 cents to 65 cents, depending on the distance, with the over= 
' time rate and report charges being reduced peoertinnately.. These 
_ reductions resulted in estimated annual savings to users of $1 million, 
* “Brodddtiton. «The value and trond of operator productivity at 
Western Union central offices in terms of equated neseaues per hour | 
| worked are shown in Attachment IIT-B, From an avarage figure of 
about 61 messages per hour in 1941, production fell off during the 
—_ war years to a low of about 55 in 1944. With the postwar introduction 
. of reperforator auixening) production hag climbed steadily to a high 
» of 113.2 equated messages per hour worked in June 1950, 
— ‘The: average number of revenue messages per manehour: in “1929 5 Hee 
1.54, The current series shows an almost ateady climb from 1,71 
to 2.13 for this measure and indicates in effect improved efficiency 
_ din the amount of labor time applied to the handling of each message 
uit, 
“The figures are: 
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Average Number > ss Average Number 


Revenue Message Aggregate Hours Revenue Message 

es Transmission Units 1/ _ Paid For 2/ Transmission Units 

Year ~_ (thousands) (thousands) Per Hour Paid For 
1944. 233,192 136,297 1.71 

1945 | 245,162 132.476 _ 1.65% 

1946 221,248 120, 518 1,84 
‘, L9L7 224,629 107,917 208 
ogy 1948 202,317 -- - 100,911 2,00 
Glee 1949 186, 031 87,205 ees 
ce 1950 (7 nonths) 3/ 45,064 3/ 


1/ Wostern Union Annual Report to FCC, 1949 
2/ Western Union Commercial Department Wage and Hour Reports 
3/ Not available December 1950 
ePese of service performance and the trends for periods for which 
data were readily available are given in Attachment III-F, These data 
represent the quality of service at the 25 largest traffic offices 
in the United States, 
The relay drag figure represents the interval between the time 
a mogsage is received at a relay office and the time it is sent to 
another office. The figure for reperforatoreswitching offices 
averages about 8 minutes less than for manual offices, standing at 
8,8 minutes in June 1948, and at 7 minutes in August 1950, 
The trend of the manual figure is likewise.downward since September 
1948, The combined figure dropped from a high in 1943 of 14.8 minutes 
,  -.to 9,6 minutes in August 1950. 
| . The average origineto-destination speed of service is shown by 
the lower graph indicating an improvement from the rates in September 


1948 to January 1950... From then, the trend is upward again, standing 
Pe) a a ee ee ‘ ai? lise 


ee ee 
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in August 1950 at 40 minutes for tic-line delivories, 44 minutes . 
for telephone deliveries, and 48 minutes for messenger delivery. | 
As the foregoing figures suggost, perhaps the oldest and most 

paunleing operational problem in the telegram service is the 
torminal handling problem, Today a telegram may be economically 
speeded across the country in a few minutes, but to gat it to tho ; 
transmitting office and to deliver it from the receiving office 
economically and speedily is another question, 

While the terminal handling problem is not yet solved~-and 


‘indeed may not ever be fully solved--data on Western Union. terminal 


distribution of its load for the methods indicated; 


- _ Messenger Counter Tolephone | Tio-Line 
tea Origi= Termi=- Origie Termi~ Origi- Termi- Origi- 


| 
and originating handlings show the following trends in percentage 
Year “nating nating pgating nating nating nating nating nating 


8. 0, 50 Hs dB GC 

CE a Sa ee a a a) a 

39,0 66! 40 et a 15 26 17 18 

a ages 56 Re BRE RO Ed 23 
agsoe 593 28a aH 


*February study. 
ge oe | Discounting any changes in, the ratio of business to dooisd Geiserimes . 
_ ithis clear that the trend is toward terminal: handing by wire-=princi« | 

: pally by teleprinter, tolephone, Morse, or facsimile as against the 


_ costly messenger handling. Because telephone calla cost money to 


© oo 
q i { es i z. 
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Western Union and often result in handling confirmation of telephoned 


. telegrams, and, becauge teleprinters cost more than newly developed 


facsimile equipment, Western Union has embarked on a postwar program 
to install in large numbors of patrons! offices facsimile equipments 
such as the desk-fax earlier mentioned, | | 


Economic Trends 


During the past 20 years, poworful economic forces, realignmenta, 


and developments have had impact upon the rapid record commmications 
industry in the United States, Among tho more important are rising ~~ 


. price levels, rising labor costs, increased taxation, new direct and 


indireat competition, technological advances, and Government regula- 
tion. ‘ 

All these factors, with the possible exception. of Government 
Pepe lerson have had tolling effects, in one way or another, upon 
practically all business enterprises. But the high ratio of fixed 
plant investment to revenues peculiar to public utility openansony 


together with the active aikepeat of State and Fedoral Government. in 


_ that ¢ operation, has restricted to some extent the ability of the tole- 


graph industry to adjust to changing conditions in the same way, to 
the same extent, and with the same rapidity, as an unregulated private 


enterprise, 


‘Those factors were a challengo to management and a hazard to 


“corporate” survival, . They ultimately led to the inability of the Postal 


Telegraph Company to operate at-a profit so. that in “1943 it was 
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permitted to merge with Western Union, This development leaves 
the Western Union practically alone in the domestic record telegram 
field, : 

Fiscal Porformance,--Western Union's favorable earnings in 1920 
reversed a trend of losses or slight returns on investment, 


The company credita reduction of operating costs as the principal 


reason for the upturn, Major factors contributing to the reduction © 


are cited as stringent control of expenses, modernized plant, and... _ 


improved operating methoda. 


The improvement in operating revenues that began in April 1950 
is attributed by the company management to intensified sales effort, 


a rationalized rate structure, and later to the increased business 


_ activity that followed the outbreak of fighting in Korea, Reductions 


“dn mail delivery also may have had some effect on revenues. 


This shift in fiscal performance during’ 1950 is obviously too 


. recent to give assurance that the economic problems of the company 


have been solved, . But there are indications of better financial 


weather ahead, 

The Board retained a firm of consulting engineers to look into 
the future prospects of tho telegraph industry, After a customer e 
survey, the engineers concliied that "the pattern of use of the 
various types of communications in the domestic field has reached a 
stable condition." . Combining that finding with economic studies, the 
erlginoors reported to the Board that there is likely to. be..a continwiing 
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demand for telegraph service and that Western Union should be able 
to earn a profit in the near-term future, 

In spite of that outlook, there is much to be gained by Government 
authoritios-=those regponsible for regulation and those interested in 
the industry for its national security value-~in studying the financial 
history and prospects of Western Union, One fact that stands out : 
immediately is the absence of adequate data on which to base fair 
conclusions. Review of the company's difficulties should help to 7 
indicate where these gaps need to be filled, as well es ae 


yaluable lessons for the futuro when new economic problems are en~ 


- gountered, 


An analysis of rapid record communications in rolation to all rapid 


domestic communications was made for the Board by Dr. Bonnar Brown of 


tho Stanford Research Institute. He found that total intercity com- 


munication revenues (including telephone, telegraph, and air mail) 


fluctuated very closely with the country's gross national product, 


‘but that record intercity revenues (of both telegraph and telephone 


companies) have lagged behind, He prepared the table on page 113 


wetidlé 7 
to illustrate these trends. 


Commenting on the trends disclosed by his analysis, Dr. Brown 


declared: 


4 "Both of the series--column 4 and column 5--show a rise in pere 
contage in the late 20's, but the rise for record communications is 
less, and, consequently, its proportion of the total communications: 
revenues had already started to fall, Whether tho early 30's saw 


i th culmination of a growth period, or whether the data simply reflect 


RESTRIC 
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GROSS NATIONAL PRODUCT AND DOMESTIC COMMUNICATION REVENUES 


l 2 - 3 4 5 6 
_ .Gross Total Record Percent Percent Percent 
Nat'l: Communi, ° Communi, Col. 2 of Col. 3 of Col. 3 of 
Product Revenues Revenues Gol, 1 Cole 1 Col. 2 
‘ (Billions). (Millions) Uiattions) 


1926 99.5 413 166 Al ay 40.2 


1928 . 9908 ~ 482 174 AS . Jel? 35,0 
*1929-- 103.8 . .. 538. 187 052 018 31.8 
1930: 2; 909 7 NS ED coe ae 419 33.5 
1931 . 75.9 Syme. 150° oR 220 31.8 
1932). 2c 583 378 | 118 205 220 3163 
1933 5548 350 114 = > 663 RO 32.7 — 
1934 6409 * 36lx “xo ek 056 BO” we BSR Beek 
TO95 * 2 Y2,2 392 125. 2s 5edA ey ee eee ee 
1936 $2.65 Di Oe 38g b igbS sccai ely, 2 aba 
1937... 90.2 460 © VO. eos {SEs el 30.5 
1938. BAe BAL 3 AR hoe ease 29,0 
1939 Oi.o) i eR Se ek, * old 27,0 
1940 . 101.4 © 497 2 135. 349 gd © 2742 
1941 126.4 2s “ke 26.1 
1943 19403 > OD 204 -. oy ea — ld 2143 
1944 213-7 .--. 1010 -; 210. oe whee. de. eo 2° 20.8 
“1945 BGO LIA + QUT neg SR tte dO 19.3 
1946 211.2 . lls © 204 «53 “© ea 18.3 
1947 233.3. 1161 230 50 .- - «lO 19.8 
ce 19487. 25961 1286 219 © 50 0)0””té«C ey Pal 
"1949. 25546 1347 QUE. 053 008 156 
| 4 a 
, y 
: cae 
4 a i 
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- the effects of cyclical. boom and depression is uncertain, but the - 
retrogression in the position of record communications stands out, 


"Considering that semi-monopolies exist in this field, that 
the sorvices included differ and are offered in a multitude of forms, 
that rates are subject to control, that subsidies are involved in’ 
some cases, that rates may reflect only textra costs! of a particu- 
lar service, and many other spocial conditions, the use of total 
revenue figures may. appear to be hazardous, but two sets of con-_ 
siderations tend to support the above conclusions. In the first 
place, the very regularity of the relationships displayed tends to 
suggest that the special conditions are not. so controlling as might 
. .be_supposed, Dollarwise, the economy has been able to take just so . 

much communications service, and has gradually changed as to the 

dollars spent in different forms. Secondly, any examination of the 
physical quantities of the services provided over the years leads 
to similar results. Here the lack of complete data and the diffi- 
culty of aggregating dissimilar types of services together presents 


. many problems, but without carrying the analysis as far as is done 


in the revenue figures, it is still clear that record communication 
is losing out. 


"In this period of declining relative position, record communi-= . 
cation has had some long-run rise, in dollar revenues. For 1926, 
revermes were 166 million dollars, and for 1948 they were 219 
million dollars, In the interval, however, prices had risen so the 
219 million dollars in 1948 could actually buy a slightly lower vole. _..... 
ume of goods than the 166 million dollars in. 1926, Record communi- 
- gation is, thorefore, in the position of selling about the same 
volume of services as it did in the late 20's, 


"In a growing economy, the industry that is not keeping in step 

has many difficulties, Compared with a growing industry, it is not 

so attractive to capital, to managerial ability, to technical skills,— 
-or to the general run of employees, because it does not appear to 

offer the opportunities to be found alsewhere. Little in the way 

of new funds will be available, so improvements to lower costs must 
come slowly out of depreciation allowances, Refundings of existing 
loans meet with resistance, Yet costs and rates mist be continually 
lowered in real terms (goods, not dollars), in order to match the 
growth in productivity taking place in the economy as 4 whole. 


% How much the failure of record communications to keep pace is 
due to a simple preference of the public for other forms, and how 
mach to nonexploitation by record communication companies of potential 
demand cannot easily be judged. The consistency of the figures in 
the’ table suggests that the first cause is predominant, but there also 
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Seems to be a general public feeling questioning the efficiency of 
telegraph operations, Some improvement in volume could possibly 
result from better service and from exploration of untapped sources _ 
of business, - A oe 1 cue 
"The present international situation is one which appears to 
assure a high and growing physical volume of business for the nation 
as a whole for some years to come, This means communications acti- 
vity at a high level, and there is even some indication from the 
history of World War II that the relative decline in record communi-= 
cations revenues is checked in a period of international tension, 
Nevertheless, our economy in recent years has been operating close 


_ to capacity, so that physical volume either in business as a whole 


or in record communication cannot be expected to increase very rapidly, 
Prices are rising, and it is doubtful that they will be kept fully 

in check, so that revenues can also rise from rate increases, but it 

is to be remembered that rate changes are sluggish and follow price- 
level changes only with considerable lag," 


Influences_on Revenues.--Trends in the use of rapid communications 


services at five-year intervals over a quarter century are shown in 


the following carrier rovenue figures: 
: Telegraph Op- Landline Op-~ 


te eet er 


an erations of erations of 
: Toll Telephone Western Union 
Year Air Mail 1/ Telerhono 2/ companies 3/ (ang Postal) 4/ Total 


(In’ thousands) 


1926 $ 996. $ 245,704 $15,881 $150,112 - $ 412,693 


(1929.4, 762 * 345,935 23,918 163,358... 537,973 
1934 5,316 235,093 17,987 LO? 557, 360 4953 
1939 17,656 318,573 20,867 ~*~ 109,899 166,995 
1944 79,734 720,014 36,641 173,207 1,009,596 
1949 71,627 5/ 1,064,521 6/ 39,135 171, 393 1, 346,676 


Yi 


1/ Air mail + Includes domestic air-mail letter, card, and parcel 
post postage revenue. Until 1949 the portion of domestic air-mail 


“revenue attributable to parcel post was not available, Estimates for 


1949 indicate it to have been about $11 million or 15.4% of total 1949 
airemail revenues used in this series, 
2/ Toll telephone ~ Includes public message tolls, private toll line 
révenue and miscellaneous toll telephone revenme, Data are partially 
estimated. Be 

Telegraph operations of telephone companies = Includes TWX, private 
line telegraph, and messago telegram services, Data are partially 5 


‘estimated, . 


Western Union and Postal Telegraph - Includes domestic transmission 
and non-transmission revenucs. 

5/ Preliminary, ; 

6/ Preliminary, and based on incomplete coverage, 
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The total revenues of the communications industry as a whole, — 
including air mail, thus in a quarter century increased some 220%, Vis 
The absolute increases in the revenues of the components of the 
industry in that period are striking: air mail 700%, toll telephone 
300%, telegraph operations of telephone companies 110%, land-line 
operations of Western Union 14%, The relative percentages of total 
revenues enjoyed over the period by the components of the industry 
also indicate that the major trend has been away from telegraphic 
communication, The figures follow: 


+ a aR th ED, 


Telegraph - Landline 


‘ eat Operations of Operations of 
- po Air Toll Telephone Western Union 
. | Year Mail ]/* "Telephone 2/ Companies 3/ (and Postal) 4/ 
1929 ; , 9 . - 6463 be ee beh. . ac ery 
198k NS eke OO RBA 
: 193938 Ce og, Say ar Fe BB 
1944 749 71,3 3,6 - xe 17.2 


*Same footnotes as for previous table 


Long lines telephone message tolls of the A.T.& Te in 1949" 
amounted to $439, 371,000--something less than half the total toll tele- 
_ phone income of the entire Bell System. Because of its characteristics, 
- however, the Long lines measage affords illuminating comparison with | 


; the telegraph message; when the two are used as criteria, the economic 


| 
| 
| 
19 543 5/ 79.1 6/ 29 Be | 
| 
| 
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- typical example, compare thus with other means of rapid communications: 
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trends affecting the telegraph industry are again emphasized. 


Figures for representative years between 1927 and 1949 weres * osghhag es 


Western Union Transmission = 


Interstate Toll Messages 7 Messages ase 
Year- Revonues i/ Yoiume 2/ Revenues : Volume 


(in thousands) — 


1927 & 62,029 35,646 "$140, 345 215,816 
1929 Qhyh2l «9D =i—=sS:«iK GALI 24,4050 
1934, 15,232 37,459 Qh O53 00 155,215 
1939 =. - 102,896 © 59,218 98,091 - 189,055 
1944 346,884 —«:175,793 158,032 232,712 
1949 439,37. 225,806 181740 185,673 


mea Gross revenues (before uncollectibles) from telephone message —— 


tolls in which the Long Lines Department of the A,T.& T. Co. has 
participated, Does not include toll message revenue from calls 
handled without Long Lines participation or from private line tele- 
phone. 


2/ Number of telephone messages in which the Long Lines Department 
of A.T,& T, has participated. Does not include toll messages handled 
without Long Lines participation or from private line telephone, 


- ue . 


"=" detachment IIT-G, derived from Attachments III-H and ITI-I, shows 
- the average revenue per interstate toll telephone message and per 


- telegraph message. 


Rates,--The full-rate telegram, which is the major source of 


Western Union's transmission revenues and which is the principal 
medium for the business or commercial messages constituting about 


95% of the company's message volume, is carried at rates which, in a 


eo et 
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Charges between Washington and Chicago 
Federal excise tax excluded 
Ten-word fullerate telegram. . 6 se «0 0 675 
Threo-minute TWX telegraph calls . + « e-* 95 
n Three-minute nighttime and Sunday — ; 
station-to-station telephone call,  »-1,00 pee: | eae aay coher OE 
= Three-minute daytime station-to- — 
station tolephone call . «6 « » ee #e 1,40 
Three-minute nighttime person-to- 
person telephone call. » «eee ese 1.55 
Threo-mimite daytime person-to-= | 
person telephone call. . «eee eee 1.95 | 


Western Unionts present rates incorporate increases which were 
‘granted by the Federal Communications Commission in 1946 and 1947 
tee | | because the company was then operating at a deficit estimated at 
‘$12 million for 1946. The Commission's action included: 
a) An initial flat over-aJl increase of 10% in domestic 
interstate message rates; Western Union ostimated that . 
. this increase, coupled to other adjustments, would pro=" 
duce $18,5 million additional annual revenues. — 
'b) Elimination of certain low maxdopbional® or "special® 
ie _. rates, which would produce an estimated additional 
$3.7 milLion annual T@VeNues 


ee), A flat over-all increase of 20% in 1947, replacing the 


> cera | | 
"| 1946 inerease of 10% ‘in the domestic interstate message 
fo ae rates Tt was estimated that this increase would produce 
@ - => BESERICTED 
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an additional $8,5 million annually. 


d) Elimination of a 20% preferential rate on certain 


oo ee 
een 
soe re 


Government messages, which would produce an estimated 
additional $692,000 per annum, 
What influence these rate adjustments may have had on the volume 
of transmission business cannot be precisely measured; some effects 
are suggested in Attachments III-B, III-C, III-D, and III-K, It appeared 
. , Likely that expansion of leased circuits was accelerated, Thus the 
total number of Government messages, for example, dropped progressively — 


from almost 5.5 million in 1946 to less than 2,5 million in 1949, 


and the mileage of lines leased from Western Union by the armed 
: | ‘forces rose from the war peak of 1,800 miles in 1944 to 78,000 miles 
is . a in the fall of 1950, The leased circuit revenues of the company afford 
: another indication; these rose from $3,6 million in 1946 to more than 
- $7.5 million in 1949. Private line toletypewriter revenues of the 
, / Bell System, which rose from $18.5 million in 1946 to $25.5 million 
in 1949, and its TWX revenues, which went from $12,9 million in 
1946 to almost $18 million in'1949, may also have‘ benefited ty ators 


sion of telogran messages,’ 

Excise Taxes.--Early in the second World War, excise taxes wore 
“inereased to 25% on interstate telegrams and on telephone toll con- 
-versations costing over 24 cents, Long-distance telephone communica- 
tion has continued to increase, the tax apparently being taken as 


_ aghatter of course. Western Union, averaging estimates, found that 
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mt is indicated that an increase in revenues of about $10 million 
might be expected from tho elimination of the tax," although "there 
is no formula by which a preaise determination.can be made as to 
the effoct of the climination of this: tax upon tho volume of 
domestic telograph traffic." 

Aix Moil,-«-Air a has experienced a long steady increase in 
een This: sidath may have affected Western Union night letter 
eovcniaee A Attachment III-B shows that night letter (over night 
| message) revenues stood at almost $39 million in 1926, dropped to a 
| Little over $19 million in 1933, climbed to over $35.5 million during 

- the war peak in 1945, and since have fallen to $26.5 million in 1949. 
Total air-mail subsidy or dofictt payments to airlines for 1950 have 
been estimated at $125 million, 

Influences on Expenses.--By far the largest. share of the telo- 
‘graph industry's gross income dollar has eee payments to and for 
| employees. The trend has been upward. The wage portion of the 
income dollar fluctuated between the narrow limits of 54 cents and 
60 cents from 1926 through 1944. From 1944 to 1946 it rose from 60 
cents to over 72 cents of the income dollar, For 1947, however, it 
fell back to 64 cents and for 1948 and 1949 leveled off to about 
68 cents, | | 
*% During the same period 1926 to 1949, total Western Union and 
Postal landline employees declined from 76,000: in 1926 to 57,000 
, 1nn1938, rose again to 65,000 in 1941, and receded to 41,500 in 1949, 
7 
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Western Union reports that the average weekly earnings of 
landline local field employees, excluding messengers, rose from 
37,99 in 1945 to $62,78 in 1949. Related data from the Department 


of Commerce show the following: 


Telephone Telegraph 
May April . May April 
1949 1950 1949 1950_ 
Average weekly hours 
per worker 38.6 38,7 A5e2 hhed 
Average weekly earnings $51.84 853,44 $63.69 $64.13 


_Average hourly earnings $ 14343 $ 1,381 $ 1,409 $ 1.438 

Note: The normal weekday average hourly earnings for both services 
ee are essentially the same, if the overtime rate is eliminated 
from these data, 

. : The National War Labor Board on December 29, 1945, granted 
‘Western Union employees wage increases amounting to $31 million in 
“retroactive pay and $25 million in recurring annual wages, In its 

decision, the Labor Board pointed out that the telegraph industry was 
ea low-paying industry with an inequitable wage Eves that no 

. general wage increases had boon made by Western Union since those 

oC ordered by ue NWLB in 1943, and that over one~third of the adult 
oe oa employees were receiving less than 55 cents per. hour. One reason for 
the fact that no increases were made between 1943 and this NWLB award 
. was that the National Labor Relations Board for about a year had been 
- hollting hearings on ‘representation of Mestern Union comployees. 
The sharp increase in wage rates no doubt was the main atimalue 


for the introduction of labor-saving devices in the telegraph service. 
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One example is automatic reperforator switching, which contributed 


largely to making possible the reduction in the number of employees 
in the postwar period from 57,500 in 1946 to 41,500 in 1949, 

Reduction of Service.--Closing and reduction of telogrenn offices 
and agencies of Western Union have. beon a knotty problem to both 
Western Union and the Federal Communications Commission since the 


merger legislation of 1943, | 


Hct When the Communications Act was ancnded to porn merger, Section 
"214 was also amended to read as-follows: . 


“No carrier shall discontinue, reduce, or impair service 
to a community, or part of a community, unless and until there 
shall first have been obtained from the Commission a certi- 
ficate that neither the present nor future public convenience | 

and necessity will be adversely affected thereby; except that 
_ the Commission may, upon appropriate request being made, 
 « authorize temporary or emergency discontinuance, reduction, © 
or impairment of service, or partial discontinuance, reduc- — 
tion, or impairment of pervicg, without regard to the 
provisions of this section," 
{ 


Additionally, Section 214(a), which authorizes ‘the Commission, 
. after hearing, to agains a carrier to extend its lines and to. provide 
| “Ateself with adequate facilitios for performing its services as a 
‘common carrier, was anended to give the Commission specific authority 
: to require ‘ carrier "to establish a public office" and to provide. 
:  Atsolt with adequate facilities "for the expeditious and efficient 
| porgomanes of its service as a common carrior," 
x Studies made by Western Union indicate that company-operated 
yey offioes and tributary agency offices at which the message revdnues i 
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average less than $1,500 a month are operated at a deficit, As of 
January 1950, there were 1,300 such offices. From the test study, 
F “Western Union estimated that these offices ineur_an annual operating a | 
or deficit estimated at over $3,25 million, . | 
The minuteness of the revenues obtained by a large proportion 
of the telegraph offices Wostern Union operates can be seen from 
‘Attachnent III-L, In addition to the 13,000 offices: represented . 
therein, Western Union operates an additional 12,000 agency or com~ 
mission offices not included in these data, 
Attachment III-L reveals that for the classes shown, 85% of . 
Western Union's offices (118 communities in number with revenues 
over $10,000 per month) produce over 71% of its public message revenues, 
Tt also shows that 5,25%- of the company's. offices (727 communities in 
“number with revenues between $1,000 and $9,999 per month) produce 
=< "20. 19% of its public message revenues, The remaining 93.9% of the 
ee een offices (12,997 in runber) produce only 7.57% of the public message 
| “revenue, and 2,045 joint railroad offices (Clase 4) reported no 
_. Public message revenue for January 1950, : 5s = 
The President of Western Union in his Report. of er Meeting of 
- Stockholders, April 12, 1950, stated: | ",eeWhile recognizing the neces< 
_. sity for ronsonable govormnental regulation of publie service companies, 
the fact remains that, under present governmental and public service 
aan the ‘company is ears to maintain’ hundreda- ‘of unprofitable. 
offices." 
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On its own motion the Federal Communications Commission adopted . 


“an order on December 30, 1946, providing for an investigation of . 


and public hearing on the over-all plans of Western Union, with 


respect to the discontinuancs, reduction, and impairment of service, 


As a rosult of this investigation, the Federal Communications 


Commission established a figure of 46 sent and received messages a 


_ ageney office, 


At the hearings in this investigation, Wostern Union reprosen~ ee 


ie day as a general guide in determining whether the Commission will _ 


authorize conversion of a company-operated office to a teleprinter 


tatives gave testimony and submitted numerous exhibits with respect 


to company policy, standards, and plans relating to discontinuance, 


~ reduction, and impairment of service. 


The company's basic policy, expressed at a previous hearing, 


* 


was peiterated as follows: 


-",,,It was our (Western Union) policy to serve, as far 
as we could, within our means, as many people in the 
United States as possible; that we must operate as effi- 

ciently as we can, first, in the public interest, so 

that the telegraph users are not asked to bear unneces~- 


gary cost; secondly, in the interests of the employees; ~~ -~— 


and thirdly, in the interests of the stockholders." 


Wostern Union representatives testified that three principal 


factors made it necessary to reappraise the existing (1947) telegraph 


| 4 "(1) The need for normal postwar contraction of facilities 


following expansion made necessary by increased use 
s2a.0f telegraph during the war; >: 


_ 
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"(2) The desirability of changes ‘in the faellities for 
accepting and delivering telegraph traffic growing 
out of ‘technological improvements ; Peet ae 


"(3) The neod of economy and greater efficiency of opera= 
- tion arising from deficit operations," 


Tho company also told the FCO that "it is not possible to follow 

a mathematical formila in aamsoiind offices for consolidation, ~The 
requirements of the public for telegraph gorvice, volume of traffic, 

eserie, apeeating expense, distance from the nearest office, all vary 
so widely that each consolidation must bo considered on its own 
morits," | a 

Conversion from company-operated offices to agency operation is 
» not “usually considered by the Company unless the load and revenue 
fit both of two standards." Those are: (1) that the average revenue 


(collections made from all incoming and outgoing messages) at the par- 


ticular office doos not exceed approximately $750 par month; and (2) ~~ 


that the ratio of local operating expense to revenue is 50% or more. 
The standards used for determining at which offices hours should 
“be reduced are contained in FOC Rules and Hegaee bane for informal | esate 
requests for reduction authority. For other situations, “fornall appli- . 
- eation is submitted to the Comaieeion with a detailed showing of need 
so that each case may be judged on its own merits. 
. With respect to closures and reduction of service, the Federal 


Communications Commission concluded that no general policy could.be 


‘formulated to govern its consideration of such action. 
h , 


RESTRICTED 


Approved For Release 2002/01/04 : CIA-RDP84-00499R000700100001-8 


at 3.5% interest, 


Approved-For Release 2002/01/04 : CIA-RDP84-00499R000700100001-8 
_* 126, 


In addition to the closing of a large number of duplicate 
offices resulting from the merger of Postal with "estern Union, cur- 
tailments since 1947 have been appreciable, During 1947, 1948, 1949, 
and the first six months of 1950, Western Union reports, the FCC | 
authorized a total of 2,324 branch office consolidations, conversions, 
and reductions-in office hours, from which annual savings are estimated 


to be over $3,1 million. 


Interest Charges.--Western Union in recent years has been reducing 


and adjusting its debt structure in order to save on interost payments. 


‘In 1942 the company paid out more than $3.9 million in interest 


- (chiefly on funded debt). By 1949 these charges had been reduced to 


a little over $3,2 million, and in 1949 they were $3.1 million. 
Further actions along this line were taken in 1950 by liquidation 


of the company's outstanding $7.8 million of 4.5% funding and real 


“estate bonds, prepayment of installments on remaining obligations 


‘to the Reconstruction Finance Corporation, and calling for redemption 


of $15.3 million of 5% bonds due December 1, 1951, The latter call 


a was made possible by a $12 million loan from a group of New York banks 


_ The Current Status of Western Union 


a The encouragement of competition in the telegraph field was em- 
bodied in the Conmmications Act of 1934 as a matter of policy. In the 


next year, however, the Federal Communications Commission evidenced 
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its doubt of the wisdom of that policy by recommending enactment 
of legislation empowering it to authorize and approve consolidations 
of telegraph companies, This recommendation was not acted upon.s 
But as the condition of the telegraph companies worsened, the idea 
of consolidation was revived in 1939, The Senate in June of that 
year authorized an investigation of the telegraph industry by a 
subcommittes of the Interstate Commerce Committee, No legislation 
resulted, In 1943, however, Congress amended the Communications Act 
to permit merger of domestic telegraph companies and to permit 

wind? ee 
Western Union to “buy the telephone system's TWX and private line tele~ 
graph services. Merger of the Postal Telegraph Company with Western 
~ Union E SOLLONS The idea of regulated monopoly rather than caibenc eee 
as a means of strength came to the fore, 

Concern for the most effective use of the opportunities offered 
by merger then became the keynote. Reporting its decision of Septem- 
ber 27, 1943, authorizing the Postal-Western Union consolidation, 
the Federal Communications Commission gave expression to it thus: 

“We have found that merger may be expected to place the 

domestic telegraph industry on a sounder financial basis 
than heretofore, and to furnish opportunities for the elimi- 
nation of obstacles to improved telegraph service at reasonable 
cost to the public; but we cannot pass over the obvious failure 
of the management of the proposed merged company to address 
itself to any specific plans for meeting the demands of users 
for a record communications service having speed and price 

* standards to which the public is entitled and which will effeec- 
tively meet the competition of the telephone and the airmail, 
Attainment of these service objectives, and a generally sound 


condition, will require radical modifications in Western Union's 
- \managerial and, fiscal policies and preow reds: and in its 
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facilitios and operating practicos, 


"The Commission is seriously concerned with tho failure 

of the management to direct its plans and aims to such ser- 
vice objectives. In the interests of providing a completoly 
adequato telegraph servico in keeping with the technical 
accomplishments and public requirements of the present and 
of the future, vigilant regulatory action will be necessary, 
The Commission will expect that within 1 year from the offec- ~ 
tive date of the merger, the merged company will have developéd 
completely and submitted to the Commission, a comprehensive 
plan for converting, within the shortest possible time, its 
existing facilities into a modern, efficient, and Nationwide 
communications system capable of effectively competing with 
other communications services. A continued disposition to 
ignore such service objectives will call for such action on 
the part of the Commission as may be needful and appropriate 
to assure to the public the rapid, efficiont, and Nationwide 
record communication service with adequate facilitics at 

-. reasonable charges which it is the stated duty of the Commis- 
sion, under the Communications Act,to make available. 


"The future changes in facilities and services available 
/ to the public require special attention, In order to avoid 
any future misunderstanding upon this matter, which is vitally 
connected with the maintenance of proper service in the domestic 
telegraph industry, we deem it important to state before con= — 
ae: cluding, that we will not sanction any ill-considered elimi- 
; roo . « nation of facilities or services whether or not they are a 
fh ay result of merger, We will expect that abandonment of facili- 
ties, closure of offices, reductions, impairments, or discon- 
tinuances of service will be carried_out only pursuant to 
considered rational plans in which factors of public need 
and convenience will be controlling." 


In response to the Commission's request the merged company sub=- 


ty 
mitted on October 7, 1944, a “Plan for the Improvement of Telegraph 
Service." In general terms the plan mentioned the terminal handling 
problem, transmiasion of messages between telegraph offices, leased 
telegraph systems, tiene GGeramy caries and reperforator switching . 
program, telefax. (facsimile), telemeter, public information, rates, 
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research, and railroad contracts, After the WAY, implementation of 

the plan was begun and was pressed to virtual completion by the end 

of 1950, some three years in advance of the. original target date. 

During the postwar years, however, “financial problems continued. to. 
plague the company and the Commission, 

On petition of Western Union in March 1946, the Commission granted 

“a flat over-all inerease of 10% in domestic interstate rates but denied 
‘tho ponuaeted elimination of the 20% differential on Government MGSSAZCS » 
Sunming up the case in its annual report, the Commission stated: | 


"T+ found that Western Union was currently operating 

at a deficit and anticipated a loss of about $12,000,000 

in 1946 if its rates were not raised, The Commission con- 

‘eluded that Western Union would need substantially more 

revenue than it requested ‘if it is to continue in opera- 
iad, 3 tion as a solvent onterprise and provide satisfactory ser- 
ae ee vico on a comprehensive Nation-wide pasis.! It pointed out, 
“e 7 in particular, that Western Union was faced with increasing 
competition from telephone and teletypewriter exchange ser- 
vices and airmail services, besides being affected by increased. .-- 9 -=-~ 
wage costs and reductions in international telograph rates.: oe 
The Commission is not satisfied that the modernization program - ; 
4g the answer to Western Union's problems. However, in view 
of prevailing economic conditions and Western Union's dire 
need for additional revenue, the Commission granted the 
rate increase for 1 year pending developments." 


In granting the increase, the Commission pointed out that such a 
temporary expedient did not meet the basic difficulty, emphasized the. 
need of a comprehensive investigation into all wlinbes of the company's 

| coporations, and sharply criticized the lack of comprehensive and de- 
~~ pendable fete tn the company's petition for the increase. In June the 
| Comssion L20ued an oxder calling for the investigation, but noted that 
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such an inquiry was beyond the limitations of Commission funds and 


personnel and would necessitate a request to Congress for additional 


Before that request could-be made, two further actions were taken 


‘from which betterment. of Western Unionts financial situation was 


expected, Elimination of "exceptional" or "special" city-to-city 
and city-to-state rates as discriminatory was ordered in October, 


Since these rates were lower than Western Union's standard rates, it 


was estimated that their elimination would produce additional revenue 


from interstate service of $3.7 million, In December the Commission's 


earlier view that the March rate increase of 10% was an expedient only ce 


was substantiated as Western Union petitioned for a further advance 
in interstate ne ssage rates. After public hearings, the Commission a 
December 27 replaced the March increase with a flat 20% increase with 
~no time limitation,, The effect of this substitution was to increase 


current rates by 9.1%, as against the 15% desired by Western Union. 


This rate revision action was estimated to produce $8.5 million addie 


- tional annual interstate revenues, In its report on this case, the 


Commission concluded, in part, as follows: _, oat ase 


“Western Union faces a real emergency and the sound 
_-eourse for it to follow in the immediate future is not clear,--—— 
- There is no question, however, about the urgency of Western 
_.. Union's need for additional revenues. Wo are firmly in 
*% agreement with the testimony of Western Union's president , 
' ¢that rate increases are not the ultimate answer to the 
company's situation. At the present time, however, it 
appears that some rate increase may offer immediate revenue 
-& relief to the company, The availability of a Reconstruction 
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Finance Corporation loan was characterized by Western Union's 
treasurer as fan anchor to windward, which may be of some 
. help in the immediate situation.' Further general rate ~~~ 
increases by Western Union will, of course, worsen its 
position in relation to the competitive means of communica- 
tion provided by the telephone companies and the airmail, 
and may fall short of meeting the company's revenue 
noeds. - 


Seeking an appropriation of $375,000 to conduct the investigation 
proposed in its June 1946 order, the Commission i Seattinony before 
“the House Interstate Commerce Committee on February 25, 1947, expressed 
doubt “whether the modernization program proposed by Western Union, 
or any program which can be devised can save Western Union and, if 
0, whether it can be put in operation in time3;" stressed the need 
for determination of national policy; and explained that, broadly 
speaking, 


"five alternative policy solutions are apparent, If a 
comprehensive record communications system is_not.a necessary . 
part of our national economy, then nature may be permitted 

to take its course with respect to the disposition of Western 
Union's facilities, If such a system is necessary, but need 

not be independent, then consideration may be given to the 
possibilities that the telegraph system may be consolidated 
-with either the telephone industry or the post office. if 

4+ ig determined that an independent, record communications | _— 
system is necessary, then the whole issue resolves itself 

into the means by which this is to be accomplished and the 

issue of subsidy is involved. 


"\ fifth possibility would permit Western Union to con- 
centrate its business only between cities with large volumes 
of traffic--to skim the cream of traffic--abandoning all 
. other communities, but this would be far from the 'nationwide,se. 
% communication service with adequate facilities ' enjoined by 
the Communications Act." 


The requested appropriation was not granted. During the period 


\ \ 
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since tho hearings, the 80th (1947-1948) and the Slst (1949-1950) 
Congresses made studies of the commmications problems of the country, 
including the domestic telegraph situation, but neither enacted 
legislation pertinent here, The modernization program of Western 
Union was expedited, and the company's management took a more aggres<- 
sive leadership. Rounding out the modernization effort a program 

‘was announced by the company in 1949 includings 


(1) Installation and operation of new penne’ message conere 


meet 


in Detroit, Los Angeles, and New Orleans. 

(2) Installation of hundreds of desk-fax (facsimile) machines 

in customers! offices in eight major cities, 

(3) Installation and expansion of private telegraph networks 

for large industrial users, 

(4) Continued operation (made possible through legislation 

exempting them from the wage and hour provisions of the Fair 

Labor Standards Act) of 12,500 telegraph agencies, 

(5) Consolidation of major operating Sopa meee of the company 

for greater operating efficiency and economy, and the. establishment 

ofa separate sales and advertising division. 

(6) Further reduction of the company's debt, 

The company went into broader matters in a special report issued 
in dctober 1949, proposing the adoption of a coordinated national 
scunindoetions policy and advocating substantial changes in the tele- 


a. | ‘communications industry. The report recommended: 
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(1) Repeal of the 25% Federal excise tax. 
(2) Purchase by Western Union of the teletypewriter exchange 
service (TWX) and telegraph services of the telephone company. 
(3) Legislative permission for purchase by Western Union of 
tho ‘cable and radio facilities of American companies operating 
in the international field. 
(4) Provision by Western Union-of an integrated system of 
" doneatio communications geared to military requirements and 
available in normal times to the public and the Government. 
(5) Long-term Government financing, as may be necessary, to 
achieve the above objectives. ; 
| Negotiations were carried on in 1943-1945 between Western Union 


and tho A.T.& T. looking toward the acquisition of TWX and allied 


services by Western Union under the permissive legislation of 1943, 


but without result, Resumed late in 1949, they had not been con- 
cluded at the time of this report. On July l, 1948, Western Union, — 


- the A.T.& Te, and certain companies of the Bell System had entered a 
| contractual agreement in which Western Union would sell and transfer 


“to the Bell System its public telephone business and property for 


$2.4 million cash and the public message telegram business of the 
/ 


Pacific Telephone and Telegraph Company and a subsidiary, This agree- 


merit was subject to approval of the FCC, and of state or other regula- 


tory agencies, 
® Accordingly, a joint application was filed with the FOC on 
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February 1, 1949, for certificates under Sections 214 and 221(a) of 
the Communications Act of 1934. as amended, In late 1949 and early 
1950, an FCC examiner held hearings, during which two state commis~ 


sioners sat as representatives of tho National Association of Railroad 


for the issuance of a certificate, which in effect approved the appli- 
cation. 


However, on September &, 1950, the Chief of the Common Carrier 


oe, Bureau of the FCC excepted to the initial decision on the grounds that 


the acquisition of the telephone facilities of Western Union by the 


_ Bell System companies under the proposed conditions would deprive 


Western Union subseribers of "personalized service and of the advan- 


tages of an auxiliary or standby service," and would require them "to 
pay higher charges for thoir message toll telephone service." As for 


the discontinuance of public message telegram service by the Pacific 


 eompanies, the Bureau excepted to the decision on the grounds that 


the service proposed to be provided by Western Union would generally 


- be less stable in character than the service rendered by Pacific, that 


speed of service on a large percentage of traffic would be adversely 


_affected, and that "the proposed transaction will result in the eli- 


mination of all competition between Western Union and the Pacific 


_ Cémpanies in the offering of message telegram service," The Bureau 


- gubmitted that an order should be entered denying the joint application. 


_ * Also on September 8, 1950, on behalf of the Attorney General of 


4 
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the United States, exceptions were submitted to the Examiner's 
findings, conclusions, and initial decision, 

The appiscante have filed a reply brief to the exceptions, but 
the FCC decision had not been rendered at the time of this report. 


April 1950 saw a reversal of the decline in Western Union's 


operating revenues, The modernization program, rigid economies, im- 
proved operating methods, and greater sales efforts are regarded by 
the management as the company actions which contributed to the change, 
_- and rate adjustments, the Korean situation, and increased general 
“business activity as the salient non-company factors, Commenting 
on the upturn, the Federal Goiimideations Commission in a report dated 


August 31, 1950, to Senator McFarland of the Committee on Interstate 
oe and Foreign Commerce said in parts 
ae ere: eae "The Western Union Telegraph Company has reported a net 
(1 7.2 Sncome of $2,687,000 before Federal income taxes for the first 
a  gix months of 1950, Assuming that revenues and expenses will 
a os —- continue at the March through June level (Western Union re~ 
<..° ported net losses in January and February), Western Union may | 
- yealize a net income of $7,000,000 for 1950 as compared with 
‘.: an assumed loss of $5,000,000 in the above-mentioned report. 
‘The principal reason for the difference in assumptions is the 
substantial savings that the company has been able to effect, 
principally through force reductions as'a result of the com~ 
woe pany! s mechanization and economy programs, Landline expenses 
in the first six months of 1950 wore $7,578,000 less than the 
same period of 1949 of which $6, 312,000 represented savings - 
in labor expenses. 


Eig ‘Assuming that Western Union will be able to maintain its 
ae " - garnings in 1951 at the level assumed for 1950, and after. 
eRe a adjusting for the sale of buildings subsequent to the date 
of our earlier letter and further assuming that the once 
_ -, suggested cut in Federal excise taxos on telegrams will not: 
 & -materialize, Western Union may ,be expected to have cash 
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‘balances on December 31, 1950 and 1951 of $34.4 million and 
$22.6 million respectively, If the application now pending 
before the Commission for authority to sell the former Postal 
Telegraph Company's toll telephone system to the Bell System - 
companies should be approved by the Commission, the cash 
= balance for 1951 would be increased by $2,4 million. 
™festern Union's improved financial situation bolsters 
the Commission's conclusions,..that the Commission twould 
prefer to give Western Union a furthor opportunity to ox- 
tricate itself from its financial difficulties, rather than 
to propose the enactment of drastic legislation at this time 
which might result in, or lead to, Government ownership-or — 
operation of Western Union, or which might result in one 
huge monopoly of practically the entire communications in- 
dustry of the United States,'" 


Summary 
The over-all national demand for telegraph facilities and services, 
as well as for. telephone end air mail services, has boen growing 
‘almost steadily since 1926, . During that period, howevor, the relative. 
. demand for tclegran service has lessened. This shift in the character 
oF the demand for telegraph service has seriously threatened the 
os continued si ctencs of the Western Union system as a private enterprise. 
Remedial measures applied by the company and by regulatory authority . 
in recent véebds Pollowine a Loviger period of Government concern over *= 
the. prospects of the industry, resulted in a roturn to profitable - 
‘ operation in April 1950, The Tonecranse prospect is indeterminate. 


Domestic Telecommunication Systems 
of the Federal Government 


. Federal Government agencies during the year 1949 operated nation= _ 
widd ‘leased wire teletype. networks, the size of which is indicated by 
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the following estimated figures: 


Miles of leased teletype wire, ~ 
including weather services. 2.6 « « 325,931 


Miles of leased teletype wire, : 
excluding weathor services, « 6 » + « 167,824 


Cost of leased wire, 
including weather services. « » » eo 8,053,877 


Cost of leased wire, 
excluding weather services. « « « of 3,501,796 


Originated words transmitted, 
including weather services. » « 16, 347,342,986 


. Originated words transmitted, 
excluding weather services. « « 5y 8355 071,689 


A. more detailed presentation of these estimated figures appears 


in Attachment IlI-M, 


No attempt has been made in this study to include any statistics 


' concerning extensive telephonic communications of the Federal Govern- 
ment agencies, the bulk of attention being devoted to statistics 
: “relating to wire record communications, largely teletype, Such 


commercial message statistics as were available, however, are included. 


“Domestic radio communications such as aeronautical mobile, mili- 


Bea land-mobile, radar, etc., are considered. to have no particular 
" significance in this study and therefore have been excluded, No- 
- ptgures embracing costs of pereieen, (other than the costs of leasing 
- thetlities and equipment).are shown. Tho development of such ‘figures 


| was considered to be too great a study to make in the tas available. 


This was because many agencies do not keep adequate cost records, 
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A briof description of the agoney operations listed in Attachment 
III-M follows: 
Department of Agriculture.--The Department of Agriculture leased 
; 17,630 miles of teletype network during 1949, Of this total, 15,835, 
miles were primarily used to transmit.market news and related informa- 
ign Poe path onal diausndhation. te the public by radio broadcast and 
aewauepeee: Among the other functions of the Department utilizing 
“leased telotype facilities is the service offered in comection with 
the foot and mouth disease programs 
Department of Commerce.--Two agencies in the Department of Commerce, a 
_the Civil Aeronautics Administration and the Weather Bureau, have ex- ie 
tensive domestic wire networks totaling 115,659 miles, Attachment THA” 
_ Shows these two agencies separately and further divides the CAA com- 
munications data into two categories, “woather" ‘and “other than 
weather Communications involved in weather flight control, weather 
, . forecast, and spoeationed ineathes control, some of which ner leased 
‘telephone lines, have been included under the caption "weather, * General 
- administration, air traffic control, and communications operation are 
“v.. ineluded under the sention "other than woather.™ 


The Weather Bureau network, operating separately although in con-— 


me 


“nection with CAA, carries. weather data used exclusively in weather .. 
reports and forecasting. 


The Weather Bureau, like the Air Force and CAA, uses symbols 


rf a 


which are not generally available in commercial telegraph operation, . 


~ 
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To translate such weather data for transmission by commercial tele- 
graph sorvice would increase the wordage by approximately 40%. 

Dopartment of Defense.-=The Departments of the Army, Navy, and 
Air Foree operate individual wire notworks throughout the continental 
United States which total 149,529 miles, primarily for the conduct 
of rapid record communications between military establishments or - 
between military establishments and other appropriate pene in the 
nation. , 

Though communications originated by other agencies of the Govern- 
ment are transmitted over the facilitios of the defense establishment 
to the degree indicated in Attachment IITI-M such transmissions are 
made under the general aasumption that no additional facilities or 
personnel will be required. There is also some interchange of messages 
originated by the 3 military services for transmission over oach other's 
_ networks, 

ithe Air Force networks accommodate woather, facsimile weather maps, 
military flight service, aircraft control and warning system, and 
military air transport services, They also servo some needs of the 
Departments of the Army and Navy, and all 3 of the defense departments 
make use bs the weather services of the Department of. Commerce (GAA 
and Weather Bureau). - a 

% As in. the case of the CAA, the Air Force statistics have been 

shown An two perio "weather" and “other then weather." Again, as in 


tha case ‘of the CAA, ‘the weather wordage figures have been excluded 
ae . RESTRICTED 
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from the grand total of leased line words because they embrace 
special forms of transmission involving special teletype symbols 
and or eaente wordags. | 
General Services Administration.--The Geena ‘Seiges Administra- 


tion (GSA) operates a leased wire teletypo network totaling 14,392 


miles, supplomented by TWX service for Government agencies, for the 


year 1949, . 
\ This service, available to all Government agencies, operates 
cae from 8:00 A.M. to 11:00 P.M., B.S.T., Mondays through Fridays, and 


offers direct message service botween 54 major U. S, cities, in addi- 
tion to the possibility of refile via other media to other U. 5, cities, 
| or to foreign countries, 
Pickup and delivery are done by telephone (with mail confirmation), 
messenger, or by local teletype line when and if the message volume =a 
warrants, The Administration estimates that, by acting as a clearing 
- house for’ Government domestic rapid communications, it reduces domestic 
telegraph costs to the Government 35% to 40%, The cost of this ser- 
vice, exclusive of overhead, is prorated to the users on the basis of 
| the cost of the facilities. 
Veterans! Administration.--The Veterans! Administration maintains 
_@ leased wire network of 8,658 miles, supplementing the leased facili- 
- tids of other Government agencies, to connect its offices in every 
State for ‘the conduct. of its business. West of the Mississipps River, 


it wees a great amount of TWX service. 
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Other Federal Government Agencies.--Certain other agencies 


‘(listed by footnote in Attachment III-M), while free to use facili- 


ties maintained by GSA, also lease teletype wire lines or otherwise 


contribute to the total figures, as indicated in the Attachment, 


The degree of radio transmission involved in the figures pro« 


sented for "Other Federal Government Agencies" is negligible, being 


for the most part the result of secondary operation, as in the case | 
of the FCC and Department of Justice, which use radio frequencies for. | 


emergency purposes when wire lines fail, or to the few points that 


. normally are not served by wire. 


Trends in Federal Government Use of Communications 
The policy of using military systems for the ‘transmission of 
record communications of the Federal Government agencies is one of. 


long standing. The volume of Government messages, both military and - 


- non-military, gradually increased, and the military systems were ex- 


panded. Domestic radio circuits within the continental limits were | 


! 


and the Federal agencies, including the military, relied in great 


measure upon the domestic commercial companies for service, 


There was a gradual transition, starting in 1930, in which wire 


cl#cuits leased from commercial companies replaced radio circuits for 


the transmission of Government domestic messages, This transition was 


the ‘natural outcome of the knowledge that radio frequencies could be 
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employed to better advantage in overseas communications. At present - 
the use of radio frequencies for domestic communication has on 

ey yeaueed to almost nothing, 
Commercial Landline rates for Government messages were fixed — 
_an 1886, under the authority of the Post Roads Act, at 40% of--tha__ 
2 7 existing soaiieeelay rates. “From that time on, the commercial opera- 
sf ting spanentes made continued efforts to have Government rates 
“equalized. Finally, — gradual process which started in 1935, 
Government message rates and public rates were equalized in 1947. 
de Government rates rose and volume increased, Federal agencies 


ae oP gee to per he ‘e 
turned nore y and more to the use of leased wire. Lines. The saving 


: from leasod line gperetion roughly approximates the increased cost _ 
‘that would have resulted from the equalized rates, given the same 
volume » . & | 

| The use of leased wire lines by Federal Government agencies be- 
= oan so extensive that the Public Budldings Administration’ (later 


transferred to the General Services Administration) was authorized in . ; 


an \ 1946 to coordinate leased line operations and to provide means of 
ae raising the efficiency of such operations, 


At the present time the GSA has made some progress toward tho | 


_ 


more efficient use of lines leased by the Federal Government. 
- 4A strong influence which has accelerated the leasing of teletype 
: ee ‘wires by Federal Government agencies is their cost advantage over 


~ mbssage geckorade given sufficient volume of mpeeagee Peugees ‘specific 
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x 


points, The two main sources of leased teletype wires are the 
A.T.& T. and the Western Union Telegraph Company. = - ~~ y 


Legislation.--Public Law #413, 79th Congress, approved June 14, 


1946, gave the Public Buildings Administration authority (with certain 


weet 


restrictions) to operate public utility services, including tele- 
comminications, serving one or more Government agencies. © 

Public Law #152, 8lst Congress, approved June 30, 1949, trans- 
ferred this authority to the General Services Administration, 

In addition, this later law gives broad powers to the GSA in the 
-operation and management of public utility services for the conveni- 
-enee and economy of the Government, GSA claims power under this law 
to eliminate or consolidate leases of communication circuits operated 
by various Federal Government agencies, | 

Intorrolationships.--Interrolationships between Federal Government 
systems are not particularly complicated ana anntiiae to incline toward 
a "community" system of operation wherein messages originated by one 
agency may, by arrangement, be transmitted over the facilities con= 
“trolled by one of the others, 

_ Relationships between Government systems and domestic commercial 


systems are more complicated, All of the Federal Government networks 


depend upon the commercial companies for wires and maintenance, and, 


“.. yf gome cases, for equipment. 


Gonerally, all of the Federal agencies that have communications 
operations rely upon the commercial domestic organizations to round 
_ RESTRICTED 

"_ Approved For Release 2002/01/04 : CIA-RDP84-00499R000700100001-8 


. 


Approved For Release 2002/01/04 : CIA-RDP84-00499R000700100001-8 


. , ; de 


sein? ee 
out their systems, elther by telegram service or TWX, This “rounding 
out" takes the form of deliveries to desired cities or points to 
which the Federal Government systems do not extend. The Government 
in almost all cases carries the message as far as possible over its 


own system, 


The Governnent's demaeta: terstype systems are estimated to havo 
transmitted in 1949 (excluding weather data) more than 5,8 billion 
words, Government payments to the A.T.& T. and Western Union for the 
facilities used in thaee transmissions were roughly $3.5 million, 

“of which $1.4 million was paid to Western Union, An additional $4.5 
million was paid for facilities used predominantly for the transmission — 
~ “of weather data amounting to the equivalent. of roughly 11 billion 
| words. 
What it costs tha Government to operate its domestic leased 
: facilities, and what is saved through leasing facilities rather than _ 
paying sagulen message transmission charges is not actually known, 
Gwanows an approximation of these charges over commercial circuits 
can be estimated through the use of~calculations made by the GSA in 
a study for 1949 based pati about 28 million words transmitted domes- 
tically. GSA estimated that the Government saved. 38,6 per cont by 
_ using leased wires, the percentage of saving being based on the assump- 
e +n that charged for commercial. message service would average over 
- 6 cents ner word, This assumption indicates that the GSA calculations 


: are’ based on the straight day message rate for telegram service, 
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Western Union reports the average cost, including all rate categories, 
to be about 5 conts per word, At. this average cost per word, the | 
percentage of saving, adjusted from the GSA estimate, would be 32,1 
per cent. | 

Summarized estimates for the year 1949, using the Rostara Union | 


average cost figure of 5 cents per word and the savings porcentage 


. adjusted from the GSA estimate, follows 


Federal Government Le. Leased Wire Operations, 
Excluding. ding Weather Data Data 


Rental of facilities. . « » ses e«enxee ee $ 3,501,796 or 


Total words transmitted . so 0 0 6 6 © 6 6 © 5y835,071, 689 
Cost at 5 cents por word. « 6 eo e+ 6 e + © $ 291,753,584 


Saving by use of leased lines indicated 
by 32.1% saving adjusted from GSA estimate, -$. -93,652,900__ 


Resultant estimated cost of Federal Govern- 
ment operation of leased facilities . . .« « $ 198,100,684 


We have not attempted to determine whether it is necessary for — 


_ the Federal Government to transmit almost 6 billion words yearly for 


its doméstic business; : 


Other Domestic Telecommunications Systems 


; Thore are a great number of rapid telecommunications systems 


— within the United States other than those which have been described 


' above. These systems include networks interconnecting broadcast and © 


| 
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marine tolecommunications on the Gees Lakes, rivors, and harbors; 
land mobile services (autos, trains, trucks); press association net-— 
works; private wiro notworks of large corporations; and the amateur 
radio networks, Many of these systems are nationwide and collectively 
they interconnect all of our major cities and. most ofthe minor Ones 


many times over, These networks are mainly dependent upon the physical 


‘facilities provided by the American Telephone and Telegraph Company 


or Western Union, and during the year 1949 spent some $50 million for 


In addition to those systems within the continental United States, 


Alaska, Hawaii, and Puerto Rico all maintain domestic tolecommmications 


A brief description of the most important of these systems 


follows, 


i Networks Interconnecting Broadcast_and Television Stations 


The broadcast industry uses extensive telephone facilities for 


ce the transmission of programs to stations, and teletype circuits for 
- planning and coordination of network operations, In 1948, 3 regional 
| ‘ networks, 4 nationwide networks, and 11 key stations spent $1 million 


i Pay wtud services, A total. of 1,824 other standard broadcasting 


stations paid $5.8 million for like services, FCG reports indicate 


that the commercial PROEsOREOAE industry spent in 1949 in excess of 


\ 


* D/ Estimate made from statistics hein by. ‘AyD. & T., Western Union, 
: and Foc Meer tee. og 
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815 million for interstate private line services. Television broad- 

casting has necessitated construction of oxtensive coaxial cables and 
microwave Links, the use of which increased considerably’ during 1949 

and 1950, 


Airline Domestic Telecommunication Systems 


_ Scheduled airlines lease extensive telephone and teletype networks 


for use in their domestic operations. Some 500 aeronautical ground 


stations were served in 1949 at an approximate cost. of $6 million, 


divided as follows: : % 
. AgT & T, 
Teletypewriter Exchange Servicg $73,000 - 
Private Line Telephone $ 1,400,000 


Private Line Telegraph $ 3,500,000 


Western Union 


Private Line Telegraph $ 629,000 
Telegram Tolls $ 336,000 


Growth in the use of leased private line services by the commercial 


airlines 1s shown by the following figures from the Long Lines Depart- 


+ mont of A.T.& T. 


’ Year Expenditure Year Expenditure 


1938 e - o e- ° % 69 ,000 1945 e cy s ° r) % 1,190 3000 
L940 e eo. * e: e 198 3000 1947 e “@ : ry s ’ 25919 y000 
~ 4,225,000 


1942 6 » © 6 « 582,000 199 « 6 6 
Railroad Telocommunication Systems > 
SoM os ee ae oe 


During the year 1949, Class I railroads (gross revenues over 


$1 million) had in service ‘522,000 miles of telegraph wire, 873,000 
‘ Sean ne : 
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miles of telephone wire, and 215,000 miles of pole line, This tele- 
comminication network, which extends throughout the nation following 
the railroad lines, is used for train dispatching, matters relating 

to passengers and freight, and various other forms: of company business, 
Employees chargeable to the railroad communication service totaled 

Car tee 39,121 and their yearly compensation was $145,248,935. 


Domestic Wire Networks. of the Press Associations 


The Resdaisted Press, United Pross, Intemational News Service, 
_ and Transradio News Service operate large national toletype networks 
for the distribution of news, The collective cost of these leased 
circuits for the year 1949 was $450,000, 


Domestic Systems of Large Corporations 


A number of the large corporations in the United States, especially 


“ those whiéh have nationwide interests and branch offices, maintain 


a ee 


their iii donsatte leased wire telotype systems. Corporations such 
a8 United States Steel, General lictord, Ford Motor Company, and General 
| i Mectric, and many smaller ones, have volumes of domestic telecommuni- 
: sation that enable them to lease and operate wire systems on a 
national basis and to effect appreciable savings in costs by comparison 


with telephone toll rates and domestic ‘telegraph suupedad rates. It 


is estimated that. from 20% to 40% can be saved by private Line teletype ; 
: déperation, depending upon volume, under current Western Union message 
rates, => | 


‘ : ws cs pm al a Gpremage th engi goer . 
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On the Great Lakes, the Mississippi River, and connecting inland 
waterways, commmication is carried on between ships and between ship 
and shore by radiotelephone, Certain shoro stations have a "public 
Seaetat service" which will permit calls from ships to be completed te 
through landline connections, Operational messages are also relayed . 
or forwarded as requested by the company or captain. Charges for 
this service are regulated by law, and established long distance rates 


apply on shore connections, Revenues as reported by the Class A and. B 


' telephone carriers in 1948 for such services were $575,000 on a basis 


of 400,000 calls. ae 


Land Mobile Telecommunication Services 


These services provide communication between mobile stations and 


' base stations which tie in with public landline telephone facilities, 
. The telephone companies in many locations operate the base stations. 
ae In general » trucking firms and automotive emergency road services make | 


~ extensive use of such systems. AT&T. revenues from this service 


totaled $1.6 million in .1948 on 1.4 million calls handled, 


Taxicabs are making extensive uso on a nationwide basis of very 


_ . high frequoncy radiotelephone for dispatching, In 1949 radio was used 


“in nearly 3,000 separate taxicab commnication systems covering about 


A The 6 islands of the Territory of Hawaii are provided with telephone 


~ 
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and telegraph service by the Mutual Telephone Company. Long distance 


| operation between the islands is made possible through operation of 


multi-channel radio microwave oquipmont incorporating the further 


use of radio dialing and radioteletype, Mutual also furnishes coastal 


harbor and mobile radiotelephone service in Honolulu, Assets of the 
company totaled $28.5 million in 1949, with operating revenues of 


$7.5 million, The not earnings were $829,000 after Federal and Terri~ 


_ torial taxes of $974,000. Plant equipment consisted of 280,000 miles 


of wire, 95% in cable, Telephones in service were. 90,000 or 17 phones 


per 100 population in the islands, Employees totaled 1,400 with 


compensation of $4,3 million. 


In Puerto Rico ‘ 


Telephone communications on the Island of Puerto igo \pomilevson 


Re 029 million) are operated by the Puerto Rico Telephone Company, a 


ee of the International Telephone and Telegraph Company. 


While oarnings have declined steadily, the Company has been able 


to install over ‘the last 5 years 19,000 ‘telephones, a net gain of 


Telephone and Telegraph Corporation, the principal stockholder, which 


-< has received no dividends since October 1944, yet has permitted its 


. subsidiary, International Standard Electric Corporation, to advance 


. dquipnont and materials worth $3 million. 


FON sme 


Baas nett 


The: ‘company's rates have not been tnereaued for over 22 years, and 


. it the meantime all costs of doing business have materially increased, 
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' Several petitions for incroases in rates have boon filed, and the 


company -has- filed a motion for temporary relief to help it continue _ 
to give satlatacties service, and to pormit small additions to plant 
equipment pending the approval of a new rate schedule, 

Present plant investment approximates $9 million, with other 


current assets of about $1 million. Total operating revenues in 1949 


_.Were $2.5 million with net earnings of $254,000 after tax deductions 
‘Mit before interest charges of %196,000, Thirty-five thousand tele~ 
“phones were in service and the company had 80,000 miles of wire, 90%. 
_of which was in cable, Compensation to 675 employees was $965,000 in 
: 1948, _ 


In Alaska 
Alaska, with an estimated population in 1947 of 92,000, is pro- 


System (ACS), a branch of the U. 8, Army Signal Corps, Since its . 
authorization by act of Congress in 1900, the system has operated the 


only longline communication channels within the. Territory and between 


En _.. the Territory and the United States. The ACS now has 32-telecommunica- 


tion stations serving the Federal and Territorial Government agencies, 


and the general public, by wire and radio, The latter includes service 


to and from ships at sea, press services to newspapers, broadcast. pro- 


grams to radio stations, and general commercial messages, Regular 


telephone service is provided in the larger cities by 14 exchanges 


with a total of approximately 12,000 telephones in service, In 1948 
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the telegraph service provided by ACS to 58 Government agencics had 


an estimated commercial value of $480,000 and military telegraph ~ ee 


messages of $3 million, Telephone servico to the agencies approximated 
$54,000 and that to the military $173,000, | 
Supplementing tho ACS, mainly to serve isolated communities, is 
a OO-station radiotelephone system maintained by the inal Conmintens 
tions Commission, an agency of the Territorial Government, The Alaska 
Native Service also operates a total of 102 radiotelephone stations, 


the majority of which are located in Arctic and sub-Arctic regions, 


' The stations are used to conduct the routine business of the service, 


as well as for emergency purposes, 


The Civil Aeronautics Administration maintains an extensive net= 


work of 42. radio stations, operated by 625 employees, used primarily 


for aircraft navigation and for weather information, Routine weather 

reports from outlying stations are also relayed to a common point for 
weil 7 ay, 

forwarding, The CAA is also the largest Government agency user of 


Alaska Communications System facilities, receiving services valued 


. at $80,000 in 1948 and $76,000 in 1949, 


Recent Trends. 


The outstanding trend apparent in the evelopment of the domestic 


_ systems described in this noo tion is that of rolatively rapid and sub= 


stantial growth, For example, the broadcasting industry served 12 


. million homes with 618 radio stations in 1930, In 1949 it served 


42%million. hoties with 3,067: radio stations, The aviation industry in 
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| 1930 maintained 170 guia radio stations and 293 alreraft stations, 
’ ‘In 1949, 1,572 radio transmitters were licensed to:commercial air- 
The growth of television has increased the estimated tangible 
investment in stations and sets from a 1948 total of $403 million to 
more than $3 billion at the end of 1950. In 1947 thore were only | 
12 stations serving 210,000 receivers. In January of 1951 (oven 
though no new television station construction permits were issued 


after September 1948) , a total of 107 stations were serving an esti- 


mated 10,6 million receivers, From Omaha east there are 47 inter- 


- gonnected cities having 80 television stations serving 9 million f 


receivers. Of the total stations, Now York has 7, with Chicago and 
Washington 4 each, | Sixteen other nanedntexooniedted cities have 
' 27 stations serving 1,6 million receivers, Theso figures indicate ae 
that about 40% of the homes in TV areas now have recoivers. During 


’ the month of December 1950 alone 704,000 were placed in use, Los 


Angeles! 7 stations placed that city first in estimated television 
'» “investment, . | 
| The accolerated growth of television has hastened the construction ; 
of coaxial cables, bringing the nation's total to 7,600 miles in 1949, 
/ This aetna program has been modified somewhat because of planned 
: installation of microwave radio relay syatems between various cities. 


“4 1. The telephone system of the United States is a financially 


: . 
a Z - 
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sound, multi-billion dollar industry consisting of the Bell System and 


5,000 independent companies, This coordinated system is providing 


; _ the nation with what is admittedly the best telephone service in the 


world, It is steadily improving that service by aggressive technolo- 


- gical advancement. In. view of the healthy condition of the telephone 


system, we conclude that no changes in Government procedure for in-- 
suring adequate service in the national interest are necessary. 
2. The telegraph system of the United States has experienced 


economic difficulties owed in part to the expansion of other means of 


“rapid. communication, The recent return of the principal .telegraph 


company to profitable operation, in part because of improved management 


and modernization of its plant and in part because of greater general 


“business activity, is encouraging, This current improvement in the 


~ position of the industry affords an opportunity to develop information 


needed for sound, long-range planning to avoid future difficulties, 


We believe that sound management and vigorous technological development 


can contribute further to the stability of the domestic telegraph system, 7 


a2 The effects of the administration of the Communications Act 


of 1934 relative to reductions of telegraph service through the closing 


of unprofitable offices or through substitution of agencies need further. 


present legal provisions places an undue financial ‘warden upon the - -com~ 


"pany which at can i11 afford to aes representatives of labor contend 


‘that too pest. a degradation of Buteics often has followed the 
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substitution of agencies for offices, 
4. Rates for the telegraphic sorvices--telegram, TWX, and private 
leased lines--are given regulatory approval without adequate know- 
“Ledge of the costs of provid mich services, Also,-in-passing upon 
long-distance telephone rates, the Federal Communications Commission 
should inform itself of the probable effect of proposed changes upon 
the position of the telegraph industry, and upon rates for local tele=- 
phone service «- 
5. We have Acowsd onrerutiy into the proposal that our telecom= 
mmications industry should be divided clearly into two parts, one 
- dealing exclusively with “record” communications, the other with 
“ communications by "voice," Our-examination of this question has shown 
that such a dividing line is very difficult to draw, and we have con= 
cluded that the attempt to reorganize our telecommunications system . 
. on the basis of such a distinction might result in effects et the eee 
system going far beyond the initial intention of any such division, 
. The main bone of contention today is the fact that the telephone company 
offers a form of record communications--TWX: and private-line leases-- 
which competes with message-delivery functions of the telegraph 
company. We note that Congress in 1943 Sisided Ge Communications Act 
to parwit acquisition of this Porn of service by the telegraph carrier. 


This the companies involved are free to negotiate an agreement to make 


this change, subject to approval by the FOC, We beliove that this 


\ matter should be determined by the normal processes of negotiation, 
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6, The operation of leased domestic telecommunications net- 
_ works by the Federal Government for the transmission of Federal 


‘Government messages is not, strictly speaking, competitive with 
- the apeneti ons of commercial telecommnications companies. In 
7 its teletype networks, the Government is taking advantage of volume. _~ 
rates offered by the telecommunications companies in the. same enna 
" as.can any other customer with large volume requirements. The 
Government should continue to take. full waventege of the most 
efficient and economical rates and conditions of service which 
are available to any large user. While it is important that the 
Government soek the moat economical means of handling its own _ 


cian communications, it also is of great importance that it continue 


“its present policy of using privately owned-facilities rather than 


So oe ghee 


2 puilding up-a Government-owned competing network. _- 
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Number of Messages 


(in Millions) 


ve) 


P.C.PeBs ¥ a Attachment ZF 777-2 


Interstate Toll Telephone Messages of the 4. T. & Te 
and Western Union (including Postal) Tranmiseion Telegraph Messages 
1927 = 1949 


: iecrentevacton a BEDGE mE 
< 
220 Fp 


166 


rw) 


~ 


ry Ft — Bozhio4 -ia-AbPs 


Nuaber of Messages 
(in Millions) 


126 
1¢0 


teen celenbane message ‘tells in which the ae 
20 Lines Department of the A.T.&T,Co. have parti- 
cipated, Does not include toll message revenue 


from calle eee mithout Evens pee pia 


4 


. f os ; aes from Telegraph Operations of Large Telephone Companios — 
PPB. *5 Bias aiede | Attachment? 2/27 UZ 


Priva ; ; 
: Private ' Line line : Private line -— line 
line ‘tele tele | ‘ 2 line tele- tele- 
Year Pote2/ Morse typewriter photograph IX Other3) Year otal2/ Morse typewriter photograph “mx Other3/ 
(Thousands - dolls ; ; ; ercent of tote 


Mee tem te eS a ae aes Ee eG aes 
1928 21,057 = - nh : cae : 1928 100.0 - - - Re) - 
1 Sd ~ et Fa o he 1930 100.0 ei a = .0 . 
1g eh - er ot - 1931 100.0 - e 2 yoo ; 
a re ee en ee 
s 1 21,407 eee = = : 2278 - 19: 100 .0 - - - 10.8 as 


uf Revenues differ from those shown for toll telegraph operetione of | ‘telephone comp-nies ‘tn-Srbke vrimerily due to inclusion of revemia 
for local telegraph service end revenue of other companies in eddition to those of the Bell Seta Cincinn~ # Suburben 3ell T,levhone 
Company and Southern New England Telephone Company. 
2/ Coverage of total revenue figures: 
V 1926-1930 © Private line revenues of Bell Systen, Cincinneti Suburban Bell Telephone Compnny and Southern “ew inglnd Relevhone Counrny. 
1931-1934 - Privete line and TWX revenue of Bell Systen, Cincinnati Suburban Ball -elenhone Company, ~ad Sous! 2arn Ve mn Lac lelenhone 
Companys 
“1935-1949 - Bell cnd other Class A and B carriers revorting to Fee. 
# Includes message telegram service rnd miscell: neous private rnd a seu line revames 
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NUMBER tS om 
1.190 860 
Tet = $25 
118 = 85 

s9 | 43 
11,748 | 8487 


13,842 |100,00 


DFSTRIBUTION OF NUMBER OF OFFICES 


P.CoP.Be #5 THE WESTERN UNION TELEGRAPH COMPANY Attechmeat @7/2 777- L 


of LAND LINE SYSTEM 


DIST: UBUTION OF OFFICES AND PUBLIC MESSAGE REVENUE 
ACCORDING TO CLASS OF OFFICE 
AND AMOUNT OF PUBLIC MESSAGE REVENUE REPORTED IN JANUARY 1950 


+ 


i "os WESTERN UNION MAIN OFFICES [CLASSI 
Malt : : Seen Public Message Revenue os indicated: 
Less ieee! 31 200 per month 


t 


| | 

ae 

a ee ae 
Ped | 

GE 


NCY OFFICES sents. Bees DIRECT TO ACCOUNTING CENTERS [CLASS 9A] 


nae 


any RiateROeD OFFICES ce 4) 


i00 90.80. 70 60-50 40 30 2o lo renceNT 10 20 30 40 SO 6 7 80 90 : 


~~ Note: Revenue as shown for main offices comprehends revenues for the man offices themsalves, their branch offices and agency offices 


opart from those Class 9A agency offices raporting revenues direct bo Accounting Centers which are shown separately above. 


OISTRIBUTION OF PUBLIC MESSAGE REVENUE 


TAO 71.64 
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'  §TATISTICS —1949 artacee- nj 'arF zur m1 


DOMESTIC CONTINENTAL UNITED STATES FEDERAL GOVERNMENT 


OF LEASED WIRE TELETYPE LINES — ESTIMATED AVERAGE FIGURES 


‘ COST OF ESTIMATED NUMBER ANNUAL NUMBER WORDS 
cal , : MILES OF LEASED LINES ORIGINATED = (1) WORDS _ HANDLED cost TRANSMITTED 
LEASED LINES AND WORDS FOR OTHER GOV- Twx VIA 
FEDERAL GOVERNMENT AGENCY EQUIPMENT TRANSMITTED RNMENT AGENCES SERVICE WESTERN UNION [WESTERM@UNION 


PT. OF AGRICULTURE 45,705,272 


iv v vi 
~ 
o 
$ 2,400] 5,412,367; 178031 
i] 


PEPT. OF THE AIR FORCE (WEATHER) | 80,497 | [| NONE | NONE | Oba 
BEPT. OF THE AIR FORCE (OTHER THAN WEATHER) | __ 33,000] 460,000,000| 6,000,000] —_7o,02z8[ |. 12%94a| 
BEPT. OF THE ARMY | 23,423] 330,816,624 43,500,000 | ws «| isos] 
QEPT. OF COMMERCE (CIVIL AERONAUTICS ADMIN)- WEATHER 77,610 10,587,960000| x 


OF COMMERCE (CIVIL AERON. ADMIN)— OTHER THA! WEATHER: 31,770 
OF COMMERCE (WEATHER BUREAU) 
_@ENERAL SERVICES ADMINISTRATION 

-;- OEPT. OF THE NAVY 
YETERAN'S ADMINISTRATION ‘ss 
STHER FEDERAL GOVERNMENT AGENCIES 
SOTALS a 

TALS LESS WEATHER FIGURES - ; 

RAND TOTAL LEASED LINE WORDS 


38,729,040] 270,000 
1,876,304 | 
75,688,703 | 


167,824 § 3,501,796; 


LV, 


5,835,071 ,689 
” ; : ’ u 
a 2 
QONOTES: (I) FIGURES SHOWN DO NOT INCLUDE RELAYED WORDS. (9) OTHER FEDERAL GOVERNMENT AGENCIES, WHICH ARE REFLECTED IN THESE FIGURES: 2 
(2. { (2)NO ESTIMATE MADE BECAUSE OF THE SPECIALIZED NATURE OF THE SERVICES  MEWACGr GEER ra 
>i AND FORMS OF TRANSMISSION. are ee = ; 5 
° a ’ F DEPARTMENT OF THE TREASURY : 
i + : 
ue PPG HRS Oly SY MUAPLE: MEDIATION AND CONCILIATION SERVICES 3 
3 (4) THESE FIGURES REFLECT SOME TRANSMISSION BY RADIO, EXACT PERCENTAGE NOT Fecha rome eon S 
: AVAILABLE. : ° 
a! E ‘ NATIONAL MEDIATION BOARD 
i : HOUSING EXPEDITER i 
, + 
a ad beh Adie git eee ee Pied dele BECAUSE OF SPECIALIZED NATURE UNITED STATES GOVERNMENT PRINTING OFFICE a i 
a ' : : UNITED STATES TARIFF COMMISSION 
< (6) INDICATES NUMBER OF WORDS TRANSMITTED ON A PRORATE BASIS, UNDER Peesae Sn FEE eee toad 
AUTHORITY OF PUBLIC LAW 413 (SEC. 7) 79TH CONGRESS, APPROVED JUNE 14, 1946, PEnERIL: RESEIE: SystER 
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TOTALED IN COLUMNS IL AND IY, 
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CHAPTER IV . \ 


st Na RANE RE IER ORT PINE Nt 


UNITED STATES TELECOMMUNICATIONS ABROAD 


Electrical communications that rival the domestic systems in 


I a eR Tp tree 


speed connect the United States with points all over the world, 
Commercial networks span the globe with messages, conversations, and 
pictures that givo direction to the nation's ene teed, .anbennas 
tional radio facilities built up by the Federal Government handle a 
heavy volume of communications for the conduct of defense and diplomacy. 
Long-range broadcasting under the supervision of the Department of State-—~ 
is one of the country's essential international activities under current 
world conditions. Commercial and government interests participate in. 
operation of international telecommunications for protection of life — 
at sea and in the Bire 
All but the cable, systems are directly concerned with the demand 

‘for radio frequencies discussed in Chapter II of this report. énother 
| problem affecting international ‘Aieooumuntaatiods of the United States 


arises from economic and other difficulties of the companies engaged 


in cable. and radiotelegraph service, 


PAN I NEE BEER, 2 LIRA EP EET EERE FE I EN EI SO ME AR TE AY TE TIES 8 TS ME ONE I PEON EI CR EE SL ET URN RH 


The cable companics have been burdened with a heavy investment in 
. Plant. Intenge competition with each sihee and from radio has held 
ee down profits. Development of radio in the international field has 
added, circuits faster than traffic has -grown. The dmerican companies 


. often have found themselves at a disadvantage in negotiations with 


the monopolies of government-controlled companies of other countries. 


: he ES .. The result has been an intermittent demand for legislation that 


3 4 
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would permit the anaes of sone or all of the Amorichn companies ; 7 | 
gelling cable and sadueeeiGueenn ‘services. | Be cg ®. pee 
Many agencies of the Government from time to time have aunpodted | 
the merger idea, but for the most part Congressional policy has been 
opposed to such action. The Communications Act of 1934 calls for a 
competitive structure among the international record communication 
companies, Officials with a primary responsibility for. national 
security are eager that as many international circuits as Seuaitie 
—" are kept in operation, | . 
oF To supplement other information cians on the economics of 
_ the merger . question, the President's Communications Policy Board rew 
tained the. engineering firm of Ford, Bacon & Davis to make a special 
Jsuvey of the “record communica}ions industry» These consultants 
found that, while savings Prom merger in the international field ares 
make possible reductions in rates, of a group of big customers of . 


"the Saphe. a radiotelegraph companies most were opposed to consoli- 


“dations on the “ground that poorer service might result. ‘The engineers ; 
ee concluded, moreover’ that the companies now have’ good chances of 
operating at a profit. : 
a The staff of the Board, in its over-all study of United States 
- overseas telecommunications, has bnasaes. 6 great deal of statistical 
Anforhation about the international telecommunications networks, both 


governnent and non-government « Although this information has been — 


f 


— tabulebod and a substantLal amount of it snaiveed, the analysis of 
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_.the government networks has not been completed. 


‘Much of the information relating to overseas-telecommunications 
of the Federal Government ‘has to do with Spavatione of the enaGa 
forces. When the President on bedenbar 16, 1950, proclaimed a 
atatecor national emergency, the Board decided. that security re~ 
quirements would prevent inclusion of material of this nature in a 
public report. The material therefore was classified and remains 
in the files of the Board, | 

Development of coumaneral Systems 


Cables 


American companies entered the international communications 


- field in 1881 when a cable was laid between Canso, Nova Scotia, 


. and Penzance, England, and leased to the. Western Union Telegraph ' 


Company for operation. 


_. British companies already had been operating across the 


. Atlantic for some time and later pioneered also in service ‘to 

. Latin American soantetes and across the Pacific. fa ths Atlantic 
_ service, a British monopoly prevented companies of other countries 
even ieoeing their lines at Newfoundland and it became necessary | 


for companies wishing relays there to lease lines from the British 


interests. 7 


‘ Operation of the transoceanic cables originally involved re= 


laying messages manually at’ atations located at saveral points 


elong the cable route, _ In 1898 cable relays were developed to 
: ake. RESTRICTED | | 
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permit automatic operation. Because of the characteristics of 


cable transmission, however, direct service was not possible 
over long routes that involved several relays. In 1921 regonerators 


wore developed to allow operation of cable circuits direct from the United 


States to Europe, thus speeding up the service and. decreasing tho cost _ 
of operation. 7 
Another improvement came in 1923 when, in order to increase. ao 


wy 


its traffic-carrying capacity, the Commercial Cable Company, an 


, American organization, laid a line with a copper conductor double 
tie size of previous conductors, The following year the Bell | 
“System announced development of a high permeability alloy and 

= Western Union laid a cable in which the conductor: tins wrapped with 
| = hepe made of ‘nounse "pormalloy. This cable has a capacity in e 
nee 2 excess of 300 words a 1 minute y while, the Commercial company's 1923 
\ oa ine! has a capacity of 200 words a minute and the" capacity of the 


_soarlier gables ‘is auch lowers oo a8 7 ao ete © 


V9 2 ee 


Deseriptions of ‘the “imerican eable systems in operation 
“today are ) included ‘dn tis discussion of the "Bonomi ( Outlook 


a Ue 8 Cable and Tadtotelograpt Companies." ae 
_Indotalont se a” oe Geant . Speke eee 


Transoceanic ‘communication = radio was ostablishod on & 


“ptn basis prior to World War Ty after nost ‘earlipr attempts | had Le 


Dae with vane sporadic | success bocause of Lack of efficient 
es : a ror ao ° 7 a ant ae - 4, : fe Ga fie 
| at ] cmmgrmmom 7 
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transmitting and receiving equipment, One reason for this 
situation was that each equipment manufacturer did not have 
avatye oEe patented devices controlled by others. _As a result, 
Unitod States radio-communication companies had contin their 
operations primarily to ship-shore service. . | 

Upon the American declaration of war in 1917, the U.S, 


Navy assumed operation ‘of all of the country! ) high-powered 


“time control, the Government combined the patents and scientific 


- pesources of all electrical manufacturers. These included use. of © 


= the Alexanderson alternator and the DeForest tube, which offered 


"a golution to the. problem of efficiently gonerating and receiving 


“continuous. electrical waves, By the combining of various other 


’. Anventions, new devices were developed out of which came practical 
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radio transmitters and receivers satisfactory for wartime PULPOSESe 
oe Thus the Navy carried on transoceanic ‘communications ‘during the 4 


oo Wary with powerful stations on the AtLantio and Pacific canoe 


“operating on low ‘frequencies (long waves). 


After the war, the Government fostered the organteatton of the 


"Radio Corporation of rere (RCA); in 1919 ‘to solve the” patent tangle anit 


ae eae ‘American’ radio commun teat tone. free of: foreign control. Prior. to its : 


yy . Se 
arr rs Pepsin eee , uv 


(5 RRSPRIGTED fe eee 


' 


-. the DeForest tube, 
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rahi 


incorporation, an attempt to obtain exclusive rights to the 


Alexanderson generator had been made by the British Marconi Company 


_ and negotiations with Goneral Electric had been practically completed 


when the-Navy Department indicated its objection to the ownership of 


this and other American radio patents by a foreign interest. As soon 


as RCA was organized, it purchased the assets and patent rights held 


~ by the American Marconi Company controlled by British interests, ‘In 


1920, RCA entered into exclusive -eross~licensing agreements whereby 


4t obtained rights to the use of other important patents, including 


\ 


‘With these rights, the company quickly established direct radior ... - 


peace circuits to ‘England, Hawaii, Japan, Norway, France, and 


* Germany, Service was inaugurated to Italy in 1921 and two years later 


«te Poland, After the: advent of ‘Long-distance ‘high-frequency trans- 


cee 


ent 


v omissions in 1927, circuits were established to Java, ‘French ‘Indo-China, : 


; the Philippines, and Hong Konge 


4s these services grew, RCA established two subsidiaries-~ 


2 Radiomarine Corporation of America and’ RCA Communications, Inc. (RCAC) 


1 mebo “conduct the business which previously had been operated by 


oo company departments, RCAC confines its operations largely to point-to= — 


"point service between land stations, and Radiomerine handles service 
‘to"and fron ships ainoat exolusively. By: 1939 RCAC. had established 
: oo gp: international radiotelegraph cireuits, and my, 1950. At was ‘operating 


. 69 duch’ cirouits, oe 


ith oe sane RESTRICTED — 
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After World War I, other radiotelegraph carriers also became — 


—— 


= 


,ective in the international field. By 1926 the Tropical Radio 
Telegraph Company had established 12 direct radiotelograph 
circuits to the West’ Indies, Central America, and South America, 
and by 1950 the number had grown to 24, | | 
The International Telephone and Telegraph Company in 1929 
acquired the Postal Telegraph and Cable Corporation and, from its 
international division, organized the Mackay Radio & Telegraph Company 
ee to tee RCAG's monopoly in the worldwide radiotvelegraph service, 
By 1933 mans had established 10 circuits and. in 1950 had 35 in ie ed 
operation, . Ogee 
pee oe" Government policy was to-grant transoceanic frequencies only 
on a , public utility basis, and not for private use. AB & result, - 
the Robert Dollar Steamship Company organized Globe Wireless, Ltde y 
and the Firestone Tire & Rubber Company created the United States- ae 


"Liberia Radio Corporation to meet their special requirements, aie. 


though the facilities were nade available to any. customers, Those ye 
_ byatoms and os of the South Porto Rico Sugar Company pte. 
ice "pablic service only to a Limited. ‘number of points. 


When es Federal Communications | Commission was “organized in- 


- 1934, ite initial practice was to deny applications for circuits 
" totcountries already. served by other. American pat hOUerCetare carricrse 


With the outbreak of: World War II in midis honevor, ¢ ahs Gonmtesion generally 


‘ ‘ sap ha a ae i a ar ‘ ; “ : NEE aa hone 
i oe ha oe ua vets a4 hn oe “ 7 Noe nae ae 
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- granted “aniioat eons for new circuits, regardless of whether other - 

carriers already were operating to the points concerned. | | 

ee In January 1942, the Defense Communications Board (later 
succeeded by the Board of War Communications )- adopted as a wartime 
measure a policy encouraging establishment of parallel circuits from 
the United States to overseas points, to be operated by two /merican 

, companies, Where sdsaibles aleravant locations were to be used in the 

6 country with which parallel circuits were set up. -In April of that oe 

year, the policy was amended Bo that, if parallel circuits could nob’ 

be established because of lack of suitable equipment, every effort 

" would be made to establish duplicate circuits to allow tino or more 


“1°... American companies to communicate with the same point abroad, 


: Under these policies, the Mackay company established circuits - 
“to Russia, Italy, Eire, and Greenland between 1939 and 1942, and after 
“\Sthat time set up communications with 12 more countries. 


Press Radioe--The value of international radio communication 


“tor. the expeditious handling of news was ee aaa early by American , 
ot) prese. asgociations: and hewspapers. | 


Soon after Marconi's original. experiments, the ney. York Herald 


re get up a radio station in New York Harbor to gather’ news from ships 
aeons to ‘send out ‘daily news summaries to. them, “This station 
Bs oes continued tn operation until World War ? “After the war, the Now York io 
ee - Times’ edtablished its own station to communicate with European Peete us 
be | ee: boon thereatter ‘aintlar facilities were ) installed ese the: . 
Oo ee Sees © -RBSMRIOTED: | oF 
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Associated Byes; ths Inkennationel Hews Service, and the Chicago 
As the demand for frequencies grew, the Fedoral Radio Commission ~ 
7 in 1929 entered an order calling for the formation of a single public 
 ubility to serve all the American pross, This action led to the 
‘ organization of Press Wireless, Inc, Although it was established to 
‘igerver dha press aceine yen: the company's charter does not Limit 


' “holding of stock to press interests, and its corporate powers extend 


ie - to and include the operation of fixed public service as a commun- 


i ications common carrier. By 1936 Press Wireless had established six 
“international radiotelegraph circuits, and in 1950 was operating 17 ae 


such circuits, In addition to its special services for individual — 


“newspapers and press associations, the. company handles multiple- 


‘addressed press material and program and radiophoto services, — 


« Radiotelephone ‘ 


ae | ‘ 


Experiments in the field of radiotelephony were ‘begun in aie 
iby the ‘United States Government, in conjunction, with ‘the American 
|, Telephone: and. Telegraph pomneay Hassages were sent from the naval 


ON. station at Arlington, Va.) and from Washington to such distant points. | 


Te a en 


as gan Francisco, Hofolulu, and Parise Interrupted by World War I, 
3 teste’ were continued | after. the Ware . 

a be dpesolt was ‘transmitted to England An 1923, and by the. end of 
“1926 successful test. operations were being conducted between New York . 


“and Yondons The firet international radiotelephone clreult for - 
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general use was established between those cities by..AeT,& Te in 
January 1927. Soon afterward service was extended beyond the 
~~ terminals of the radio circuit, by means of wire lines, to all of 
: Great Britain and the United States, Cuba and a part of Canada 
were added for service by the end of 1927 and the following year 
~ service was extended to many countries of Western Europe, utilizing 

co) ; the extensive wire telephone network connecting London with the 
| = Continent, . 
| By the end of 1933 transatlantic service was in operation for’ 
moat, bof Nene America and the principal sounteies of Western Europe. 
a Ten irece radiotelephone circuits had been established. In certain 
7 cages, a direct circuit uae provided to a distant terminal ; in pony 


oe COREE es ‘He establishment of direct service with several countries 


ae was provided on a so-called "forked" circuit anes in still others, 
a fe either of these two types of radio channels was used in connection 


RGoraiat with Line wire oxtensions: to countries beyond the distant radio 


~ elroult terminals. . 


5 is 
=e 7 


Se ' Overseas circuits radiating from the United States Were centered, 


at three main focal points: New York, ate and San Francisco. ‘By 


ae 1936 the AaTo& Te had established 27 direct radiotelephone circuits. 


en 


a 


"Fifty-seven such circuits. were in operation in "1950. watt keene 


2 cae * The Radio Corporation of Porto Rico also engages “in. limited 


“International radiotelephone service, operating the San Juan terminal 


i gi te of the: ATo& Te ciroult between the | United States and Puerto ices, a as 
| i oe ee _ eer "RESTRICTED | oe Ade cs vs eo 
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The Honolulu end of the U,S,-Hawaid radiotelephone circuit is 


operated by the Mutual Telephone Company of Hawaii, Its radiotele- 
phone transmitters and receivers in turn are operated by RCAC. under 
& lease agreement with the ‘Mutual company. _ 
Regulation of Commoreial. Systems 
'. Under the Communications Act of 19345 as amended, the Federal 
Communications Sommasaton is charged with regulating, among other 
things, ‘inteinat ional scamiad cations by telephone | and ‘elegraph, 
~ whether wire, ocean cable, or radicbroadeast and other forms of radio 
services. These functions do not, eevee: tuiis control of facil- 


i 


~ itdos operated by the Federal Government. 


oe a | ~ dmong the ‘Provisions of the Act are those affecting common carriers 


* and reflecting Congressional policy that the public interest in 


“ adequate public communications senvics and reasonable rates is to be 
“> protected and promoted by Federal regulation, : 


ee a The Commission's responsibilities ‘in thie: International common. 
0 carrier field require it to be active in ‘the area of foreign relations 


3 . ag they pertain to: that ‘fhold, 


. The United ‘States is a member of the International Teleconmnteations - 


“sp Undons As such it participates in the negotiations stemming from the — 


‘ 


pagent that relate to international ‘telephone and telegraph questions, 
oe Additionally, there are “other bilateral and multilateral agreements $5; 
ce on the subject in which the. United States is concerned, Because the 
| “2 Gommisaton has large responsibilities in the field as indicated above, . 


uae at must be alort to the oftects of such international negotiations 
a? Ok 


ry oan pon the public interest, “conveniences, and neceaaity.. as related to 
ele ay : irae, oe ere ; is unas ee ee are a : ae ms e de es 


CO te ee ee Fong a ~ RESTRIOTED~ 
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-non=Federal Coveennsae international communications, 
Among the regulatory inboueste of the Fedoral Communications 
we Commission in this field are merger, circuit arrangements, frequency 
management, equipment and operating tabhiniaueny processing of appli= 
cations, conference preparation and negotiation, rate schedules, 
acceptance and delivery practices, distribution of traffic, records, 
“and ‘finances i - : 
: One’ significant matter (Docket, No. 8777) has been ponding for some 
ay time, This case praw out of applications involving the qugouton of 
j whether ‘and to what extent the Commission will authorize a second direct 
Nv)” padiotelegraph cireuit to countries already Seetat dineatry by one a 
“carrier, This question contains many facets relating: ‘to morger, frequency 
-ubsLtaation, national defense, and competition between American carriers. 


Adequate regulation, however y: has been. somewhat hanpored in | recent 


“years because of budgetary Limitations, 


nes wry : Development of U, 8, Government Systems _ 
‘Apart from the facilities established. during World War I and- some 


. | 
* minor aystens Operates between the wars to maintain - communication fiche: 


> overseas’ nilitary bases, ‘ships at Bea, and aircraft over the ‘sea, the 


epee Uabted States Government: had not developed any extensive international 


oe communication facilities of its’ own until the beginning of World War Ty, : : 
‘ ; Responding ‘to the requirements of global operations, the Army — : 
> (including 4 the Air Force) ‘and ‘the Navy then croated new worldwide 

"b> nethvorks | for communications, “Certain non-military agencies of the 

: we “Governient also established more limited systems. In the early years’. 3 ee 
SERRA SS og the war, ‘these agepcics leased some commercial radio and cable . bees 2 
Ror a:  gaotltties until thoy could install their ‘own equipment and operate: is : 
See Certain of those. leased facilities, however, were ‘continued oe. | 


ped 
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throughout the war period and some of them are still in leased use 


_ today. — 


Many of the overseas facilities installed by the Government for 
war use also have been continued in operation. Some of course were 
abandoned, but the postwar international situation has required -re- 
tention of many facilities which otherwise might have been curtailed 
or eliminated, as well as the installation of additional. ones, 
Department of Defense 

Following unification of the armed forces in 1947, a Joint 
Communications-Electronics Committee was established’ as an agency of 
the Joint Chiefs of Staff in the Department of Defense to coordinate 


-telecommunications activities of the several services and to provide 


- agencies having interests” in the field, As a result of the committee's 


“work, the Department: of Defense has established principles for the 


integration of telecommunications functions among commands and 


services, J 


As the Géneral Services Administration has oe respon- 


Lome. 


Public tae ‘152, the GSA and the mecaundee of Defense have agreed on 
areas of understanding on the Procurcacne of telecommunications 


facilities in order Nto obtain the maximum economy consistent with 


the requirements of service." 
‘ 
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Us Se Army.--Bofore the turn of tho century, the Army was 
devoting attention to wireless telegraphy with a view to adapting 
it for military purposes, These tests led to the installation of 


four radio stations in 1900 and within the next eight years the 


Army was operating 17 stations in the United: States, Alaska, Cuba, a 


and the Philippines, plus radio stations on five Army transports. 
By the time of the United States entry into World War I, the 


Army radio network had expanded to 51 stations in the United States 


~ent 


and 10 overseas, and 53 Army vessels also had been equipped with 


radio, 

The Army radio net was officially organized is January 1922, 
In June of that year, 218,000 words were handled over this system, 
Because of budgetary difficulties, the Army's use of telecommunication 
facilities grew little until the limited national emergency was 
declared by the President in 1939, At that time, the Army radio not 
connected Washington with the Corps Area Headquarters in the United 
States and its overseas Department Headquarters such as the Philip- 
pines, Hawaii, Puerto Rico, and Panama, This net then handled about 
5,000 itlessages a day. 

During the early months of World War TI, the Army leaned heavily 
upon the commercial facilities of Western Union, Mackay, AT.& T., ‘and 
RCAC, But commercial facilities did not completely fill the bill. 
Direct circuits and greater security were required. In the eiroum- 
starices, the Army and the Air Corps drow plans #9 build worldwide | 
communications to serve. tho armed forces, | 
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The plan comprehended a "pipe-line" around the world, ‘The 
first leg put in on the "pipe-line" was from Washington to Asmara, 
Eritrea, on a multi-channel teleprinter basis, By early 1943 an 
around=the-world belt line had been completed, extending from Asmara 
to New Delhi, from New Delhi to Brisbane, from Brisbane to San 
Francksto, and thence on to Washington, The network's message volume 
reached 50,000 a day in March 1943, 

Before V-E day, the Army Communications Service had been extended 
into an unprecedented global system, employing the most modern equip 
ment and operating techniques known to U. S, tlesouminteatiens 
experts, and providing instant communications to all overseas forces 
and missions and allied countries, By January 1, 1949, this network 
had been contracted and rearranged, but 14 ereveeas trunk circuits 
were still in operation, The Army, in addition, utilizes the services 
of the international carriers to locations where it has not been 
necessary to establish Army facilities, Tho Army also ‘handles radio 
traffic for some of the other Government agencies when spare circuit 
capacity is available, 

: Up Sp _Navye-=Radio communications on an operating basis were 


established by the U., S. Navy as early as 1903 for the purpose of 


GOtmUR CHE ERE rapidly between ship and shore and between ships, 


Later, radio communication facilities also were provided between 


shore establishments both at home and abroad, As the Navy grew and 
- : = 
the communications art developed, the Navy's communication systen 


became larger and more complex, 
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Before 1940 the Navy operated several point-to-point multi-+~ 
station radio telegraph circuits and one Morse wire circuit within 
the continental United States, In 1941, however, the Morse eireuit 
was converted to. private teletypowriter operation, This conversion 


marked the commencement of the transition from radio to landline 


for intracontinental circuits, 


Today, with the far-flung interests and missions of the Navy, 
its communication system meets the requirements for essontial con= 
tinuous, and immediate communication between Navy air, surface, and 
sub-surface operating forces wherever they may be and between those 
forces and Navy shore establishments, 


The stated mission of the Naval Communication Service "is to 


provide and maintain an adequate and secure communication system 


for the Navy, based on war requirements; and to ensure operation 


thereof to best meet the requirements of the operating forces and 


the shore establishment, wherever located, primarily to serve command 


and to facilitate administration," 
To implement this mission the Navy provides facilities at 


strategic locations, These are classified as primary, major, 


and minor communication centers, and tributary offices, The six 


primary communication centers are strategically located to furnish, 


~ 4 RESTRICTED Ok 


Approved For Release 2002/01/04 : CIA-RDP84-00499R000700100001-8 


Se 


Approved For Release 2002/01/04 : CIA-RDP84-00499R000700100001-8 


1736 


as far as practicable, complete radio Seumundcation coverage 

for the major portions of the ocean areas of the world, Major 
centers provide more limited area coverage, Minor centers pro= 
vide fleet communication support as may be required, Tributary 
offices are served from the primary, major, and minor communication 
centers, 


Certain channels of the radio trunk circuits, particularly. 


overseas circuits, combine with nearly all of the landline 


circuits of the Navy to form the Naval Teletypewriter System (NTX), 
which employs the tape-relay method of distributing traffic, 

Navy gornbstecpoint radio trunk circuits are integrated with 
continental point-to-point wire circuits. Many of these circuits 
were designed and established about 1910 for manual telegraph 
operations As the demand for greater speed and capacity inosoased, 
these and newer circuits were converted to automatic operation in 
a progressive transition from Wheatstone and single channel radio- 
telebypewriter to duplex, multiplex, and finally saan: 


teletypewriter multi-channel operation, 


x 


U.S, Air Fores.--The need for an airways communication 


ris system capable of supporting military operations under all weather - 
conditions’ was. oe home to the Alr Serge, in 1934 when a 


= 
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flight of new bombing planes was sent on maneuvers across the 
United States, All that was available ae the time was a series 
of radio ranges and rotating light beacons operated by the 
Department of Commerce. Communication between the geenta gna 
aircraft was restricted for the most part to short-range voice 
contacts with the range stations. Messages from point of de- 
parture to point of intended arrival were sent by Western Union, 

‘It took four years to get-funds and assemble equipment to a 
make the beginnings of what is now the Airways’ and Air Communi~ 
cations Service (AACS), At its inception, AACS established 33 

_ stations consisting of a combination of control towers, ground-~ 
air, point-to-point, and Fadio range facilities, A personnel _ 
. total of 3 officers and 300 enlisted men was authorized. 
From 1938 to 1941, the East and South were fairly well covered, 
- while most of the Middle West and North West had little COVErAages 
» Existing installations servicad practically all the permanent 
Air Corps ababions of that day. | ) 
Operations euuetas the U, S. were begun in April L941, when 
“an AACS party was sent to Newfoundland to start work at Gander. 
“Lakes” ‘From this - beginning grew. the extensive wartime ferry routes 
toNEngland, over the North ‘Atlantic and later to Africa emis 
the Azorese | . 7 
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China bases. 


_firbt priority. Therefore, not until after. the war could AACS 
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During all of 1942 the AACS was fully occupied in building up 
ferry routes to all overseas theaters and in developing its plans 
for further oxpansion. The leased bases in the Antilles wore manned 
for anti-submarine operations and also as way atations on a South 


Atlantic route to India through Central Africa, In the Pacific, the 


pre-war air route to Manila through Midway and Wake was closed off 


by the enemy and was replaced in early 1942 by a South Pacific route 


‘through Fiji and New Caledonia to Australia. In Alaska and Western 


Canada a ferry route to Siberia and an airway along the Aleutians ~ 
wore developed. 
The years 1943 and 1944 were spent improving the routes started 


in 1942 and in building new stations as offensive plans proceeded, 


Operations in support of the Air Transport Command's flights over 


the "Hump" in Southeast Asia were perhaps the most spectacular, but 


concurrently a number of stations were established in China for the 


“Ath Air Force and later for the early raids of the Be29's from 


In the spring of 1945, communications had to be provided for 


the air power assembled at. Okinawa for the projected assault on Japan. 


In Franco, the Lowlands, and Germany, the Allied offensives secured 


=> “pew airdromes which had to be tied into the airways system, 


x Meanwhile, the great increase in the air establishment at homo | 


called for more installations, but naturally the overseas areas had 
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‘aids to navigation such as control towers, radio ranges, direction 


its services Faceinile is: PaDACly. taking the load off the point=to-= 


“gince World War II, It supplied all tho airways. communications and, 


navigational aids for the Berlin ‘Airlift. It took part in large= 


“Tucky Lady II on its round the world non-stop flight, Tt also was 
i responsible for airways communications in Korea. ; 


Department of the Treasury 


ment of the Treasury are those of the United States, Coast Guard, renee 
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inaugurate its planned Military Flight Service Communitations- Systems 
This is a network of strategically located stations which primarily 


furnish point-to-point and ground-air facilities, but also provide 


finders, ground controlled approach units and instrument landing 
systems, This plan was drawn up to complement the communications of 
CAA, | 

Since the end of hostilities AACS has devoted itself to improving 


point radtotelatyre sivedits which transmit weathor data, Multi- 
channel equipment is being installed as rapidly as possiblo. A 
global system of communications is in process of development. 


(AAGS has participated in all the major Air Force Gpereksons 


scale joint service maneuvers, It supplied communications to the 


The only international communications facilities of the Depart- 

whitch is a part of the department: in peacetime. The Coast Guard 

operates as a service in the Navy Department in time of war, or when 

the resident directa. ——. 2,7 ie 
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The peacetime functions of the Coast Guard include law enforces 
ment or assistance in enforcing all applicable Federal laws upon the 
high seas and waters ‘subject to the jurisdiction of the United States j 
and promotion of safety of life and property in those. areas, Thase 
functions require the use of radio for point-to-point, radiolocation, 
-—~ | and mobile services. - | 
The Coast Guard operates and maintains ocean stations in both 
the North Atlantic and North Pacific oceans to provide search’ and 
-- rescue ganvices at sea and over the sea, communications, and air 
navigation facilities, and meteorological services in such ocean 
areas ag are regularly traversed by aircraft of the United States, 
It operates land telephone lines along the coastline, connecting 
| 3 lifeboat stations, lighthouses and other ghite, The fectlities in= 
clude ‘efglitéen radio broadcast stations. Medium frequency direction 
finder stations, previously operated alang the coasts, have been dis- 
continued as a navigational aid to the public, owing to the use, 
generally, of shipboard direction finders in conjunction with marine 
deniesicactna ard the utilization of radar and "loran" systems, The 
direction finder stations have been continued, however, at strategic 
points for search and rescue purposes. 
During 1949 the Coast Guard maintained 37,309 aids to navigas 
tioh, many of which require radio transmissions, It also operated 
34 fixed "loran" stations along with 14 "racon" stations along the 
Atlantio and Pacific coasts and in Hawali, Puerto Rico, and Alaska ..- -— 
ai: a he Rag rRToTED a 
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The principal users of radio frequencies in the Department of 
Commerce are the Civil Aeronautics Administration, the Weather Bureau, 
and the Bureau of Standards. The remainder of the buroaus and offices. 
of the Department, in their international operations use oth conten’ 
cial communications and the facilitios of other Government agencies, 
Most of their messages are exchanged with the Foreign Service of the 
United States, Departmental procedures have been established for 
handling such international communications, Under these procedures, 
messages to and from the embassies, legations, and consulates of the 

United States are routed through a liaison offico in the Department of 


Commerce and are handled by the Department of State, 


Givil Aeronautics administration.~-The communications and air traf- 


fic control systems of the Civil Aeronautics Administration were estab= 
lished to provide for the safety of life and property in aircraft 
: x operated on the civil airways and air routes in the United States, its 
territories and possessions, and between the United States and foreign 
countries. ; | 
Tneseasse use of aircraft following World War I stirred up concern 
about hazardous flying over unfamiliar territory and during periods of 
poor visibility. It also gave rise to two other problems: (1) preven~ 


tion of collision, and (2) expediting the movement of aircraft. 


Traffic adjacent to large alrports and along major routes had become 


heavy within a short time. 

The Post Office Department, whose air-mail service then was the 
only operator of aircraft during all types of weather, established 
adronautical radio stations in 1920, This was the beginning of the 


present complex aeronautical communications and radio navigation. sya~ 
tops which 4s tho end-product of o nunbor ‘of organizational changes 


through the years. 
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The Acronautical Communications Stations operated by CAA por~ 
form the following 14 functions: OAR Phe Had at 
= Service at’. Collection and distribution of hourly and spocial 
reports on surface weather, airfield conditions, 
and inoperative air navigation aids, etce; . 
Service "B" = Requests for and approval to conduct an aixeratt 
| flight; flight plans, in-flight progress roports y 
7 and aircraft arrival reports; 
service "0" = Collection and distribution of 3 and 6 hourly 
woather data; pilot balloon reports, radiosonde, 
‘weather forecasts, otce} 


Service "D" =» Radio broadcast of meteorological information, 


advisory messages, and advice to airmen; 


_ Service "EB" = Two-way radio communications with aircraft in 2. 


Per : = 7 flight; 
' _. Service "Fl « Dissemination of messages to assist flow and pre= 


vent collisions of aireraft flying under instrur 


“ ie 


“ment flight rules; = ee 
Service "G" = Monitoring radio aids to air navigation and © 
? communications systems; 
‘Biwies NH" = Operation of non-directional type radiobeacons by 
s | . ground stations; . 


Service "K" «» Flight assistance services; 


&. Service "L" ~ Operation of lighting facilities (various lighting 
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squlimmaat of airports, ete.); 

Service "00 . Collection and distribution of overseas and for~ 

eign meteorological data; 

Service "Rl! = Operation of radio ranges by ground stations; 

Service "W" - Airway weather observational service; se 4 

ine ' Service "X" - Determining of information relative to the fixed | 
location, bearing, or heading of aircraft, 

Four radiotelegraph stations were in operation in 1920 along 
the transcontinental airway, and the first rato range station was ~ 
installed at Bellefonte, Pennsylvania, in 1927. Two years later a 
teletype circuit was placed in operation, connecting 13 stations 
by means of 700 miles of leased wire, The general use of teletype 
machines meant that woather information could be transmitted by 
employees able to type, The ohange helped to eliminate interference 
in the crowded radio frequency spectrum. By the end of 1936 there 
were 203 weather-reporting teletype stations, 

Service "B" was inaugurated in 1938, During the same year tho 
‘need for communications services in the Territory of Alaska, and for 
' the propaged transoceanic aircraft services was recognized, and action 
was started on both projects, : . | 
2 co The first overseas-foreign aeronautical communications station 
was gompleted in 1940 at New York, The station was needed to provide — 
twoeway radio communication with aircraft operating on the Atlantic. 


, Slr routes. Communications were also inaugurated between New York ~ 


a Abi 
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and various points in Europe, the Azores, Bermuda, and Newfoundland 
to collect meteorological data and to transmit information concerning 
aircraft movements. In Alaska, 6 communications stations were com~ 
pleted and placed in operation, Most communications with Alaska 
wore by means of radiotelegraph because of the lack of landline faci- 
Littess | 

With the advent of World War II, the civil aviation systems 
were closely coordinated with the military services, Four communica- 
tions stations to handle overseas traffic were completed in 1942==at 
San Francisco; Everett, Washington; Anchorage; and Honolulu, Over= 
seas airway communications facilities were further expanded in 1942 
to dnclude stations at Now Orleans, Miami, and Balboa, Canal Zone, 
The additional stations provided services to flights operating to 
South and Central America and the Caribbean, An estimated total 
of 64 million words of weather and flight traffic was handled during 
the years, | an | 

Today the subordinate services of CAA use radio to maintain 
‘communications with commercial and military aircraft, and also for 
administrative purposes » weather information and safety requirements. 

For international aircraft operations, the Administrator of 
. Civil Aeronautics provides directly, or through an agency sponsored 
7 by the Government for the purpose, the basic fixed and mobile tele~ 
| communications system for the exchange of ue following categories 


A 


of messages: eas ‘ 
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1) Distress messages, 
2) Messages for the safety of life and property, 

3) Flight safety messages, 

4) Meteorological messages, 

5) Notices to airmen, 

6) Flight regularity messages, 

7) Aeronautical administrative messages, 

8) Reservation messages, and 

9) General airline operating agency messages. 

It is the practice to handle without Shands the messages in 
categories 1 through 7, Reservation and general airline operating 


agency message categories are not accepted when private or commercial 


_ facilities are capable of meeting aeronautical communications require- 


nents, 


Weather Bureauss-In addition to its many offices and part-time 
stations within the United States, the Weather Bureau, under agree~ 


ments with foreign governments, is active along many of the overseas 


‘air routes, It maintains, in cooperation with the Coast Guard, 


ocean weather stations in both the Atlantic and the Pacific, as well 


ag in the Arctic regions. Over 2.2 million weather report words were 


received collect from foreign points and from commercial ships at 


¥ 


“seb during 1949. 


The Weather Bureau cooperates extensively with the Civil Aero- 
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- traversed by the signal to the listener's receiver, 
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information for aircraft and ships. 
Although the Weather Bureau does not own oud operate any inter~ 
national communications facilities, it dose lease international 
landline facilities to Cuba and Canada for the exchange of weather 


information, 


National Bureau of Standards.--The National Bureau of Standards: 


uses radio for its international frequency-measurement service, for 


research, and for special-tests, It has no facilities for the handling 


of rapid communications, 


The Bureau's station WIV has a worldwide reputation in its field. 
The station transmits continuously a highly accurate complex signal 
on specified freduoneiee, tt transmits accurate time signals, 
Central Radio Propagation Laboratory forecasts of propagation con- 
ditions, accurate audio tones, and accurate carrier frequencies, In 


addition, the listener can obtain propagational data over the path 


>. Department of State 


The Department of State has a two-fold interest in tolecommuni- 
cations, It is responsible for international- negotiations on telecom- 


munications matters. It is also a large user of telecommunications . 


for the conduct of its general operations, for the dissemination of 


“informational. and éducational matter abroad, and for the Voice of 


America, 


ry - fe 3 oS 
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Operational Communications.--The Department of State usee 
practically all forms of communication to meet its requirement for 
rapid interchange of instructions and information between Washington 
and missions auEeeds Speed, security, and distance Atetate heavy use 
of telegraph service, 

The Department maintains its own internal "message centers," 
In Washington and at several of the large posts abroad, telegraph . 
‘centers, are established for the centralization of the exchange of 
traffic with commercial carriers and with communications centers of 
the armed forces. 

With the exception of certain isolated emergency operations, the 
‘Department of State neither controls nor operates long distance 


communications channels, nor does it maintain or operate radio trans~ 


mitting or receiving stations’ for the handling of telegraph communi Pee 


. Cations, 

The Department of State ‘has a direct leased Western Union cable 
-tyarioplex" telegraph channel connection between Washington and the 
“Ue S. Embassy in London and another between Washington and the U.5. 
Embassy in Parise These two direct channels accommodate regular 
message traffic charged for at the prevailing neadase rates. 


“In addition, the Department of State shares the use of another 


en Washington to Paris telegraph facility over a New York-Horta-Chorbourg 


cable, which is aeplit Western Union-Army circuit (Western Union from 


~ New York to. Horta and Army from Horta to Cherbourg over the Peries: 
. German Enden Satie). ‘While this facility terminates at the Arny 


mossage center in Washington, the Department of State message center 
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in Washington can be combined with it when the circuit is not in 
use by the Army, | 
high-frequency broadcasting has been greatly increased by the up- 
surge of interest in programs of international information and edu= 


es 
cational exchange. Between the two world wars, thera was a tremendous 


growth, especially in Europe, of international broad@asting, Only 


toward the latter years of that period did American commercial broad-~ 


casting interests engage in relatively modest programs of international 


broadcasting, chiefly directed to the Western Hemisphere, During 


"World War II,- however, the U. S. Government created worldwide radio 


and press srvices, operated by the Office of War Information and 


_ the Office of Inter-American Affairs, These activities were trans~ 


ee ferred to the Department of State by Executive Order on August 31, 1945, 


for reduction and incorporation in the small program of information 


. and cultural exchange already started in that Department, 


During the period immediately following the termination of hos= _— 


tilities, the program was carried on under authority of annual “S 


appropriations acts, Then it came under sévere Congressional attack, 


and was almost eliminated by the summer of 1947, 
With the developing world crisis, however, Congress responded to 


Im 
the need for special machinery to tell abroad the story of the United 


- States and of the free world, The presumption of an oarly return 


td a peaceful world, which lay beneath the carlier decision to cut 


the Government program to the bone and let private information agencies 


_. Approved For Release-2002/01/G&STARCREIP84-00499R000700100001-8. ~----—_ 


tions and barriers to the dissemination of information, high-frequency 


| United States has heightened the value of high-frequency operations 


forces of the United States abroad. 


the Voice of America, in general, owns its own facilities. Tt also ace 


theme © 
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carry on, was proved false, In January of 1948 Congress passed 
the U, Se Information and Educational Exchange Act "to promote the 
botter understanding of the United States among the peoples of the . 
world and to strengthen cooperative relations." 

High~frequency radio bulked large among the media available to 


carry out this worldwide commitment, With more and tighter restric= 


radio appeared to be the best way to get the truth about the free 


world into iron-curtain areas. The geographical position of the- 


in its international radio broadcasting. 
The Voice of America not only provides service for its own 


broadcasts, but also for the United Nations at New York and the armed 


|For transmissions from the -United States, the Voice of America 


generally leases transmitter tine from various commercial broadcast 


or communications companies, ‘For transmissions from overseas points 


transmits to certain stations in other countries for rebroadcast by 
This rapid expansion in the Voice of Anerica poses a serious 

problem for world tolecommunications, especially in nue high-frequency 

band, In November 1950 the Voice was using 69 Greausneise on the - 


avebage of seven hours per day each, These are a substantial per 


oe centage of the total spectrum space available to bees world for 
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international broadcasting under the Atlantic City Table, 
Government policy calls for a large increase in radio instal- 
‘atone gene forthe Voice. These increases, however necessary and 
degteehiSviay put more pressure on the spectrum during the years 
a immediately ahead, Tho Pcie after that will depend on the level - 


of international crisis, 
“Information for the Foreign Press.--In addition to the broadm, 
casts of the Voice of America, the Départment of State sends: around 
"the world a daily news service of information about the United States 
for use in newspapers and other media abroad. | - 2... 
~“"For this service, the Department's Division of International Press 
S and Publications operates a teletype communications center in © 
- Washington, Into this center pour thousands of words daily for 
. transmission founew Zonk, where they are sent overseas by commercial. 
radiotelograph facilities. _ 

These Morse transmissions are received by radio operators at 
United States missions abroad and are reproduced and distributed to 
press and other information outlets in those countries. (Shite: and 

other stations of any nation also may tidieubant eheee radio news 
reports, | | | 
Other Government Agencies,--Many independent agencies and com= 
atiees of the Federal Government which do not own or lease inter~ 


national circuits transmit and receive international communications 


k 
through existing Government or commercial company facilities, Be- 


tween 85 and 90 per centyof this wordage is transmitted over Government 
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facilities at practically no cost to the originating office. The | 
Economic Cooperation Administration and the Veterans'- Administration, 


the largest of these users of international communications, route 


" the majority of thoir traffic through the Department of State and 


som 


_ the military services, respectively. ; erm 


The American Red. Cross, although not a Government agency, is 
privileged to use Government~owned international communications facil- 
ities to handle its. traffic. During 1949 over 7 million words were 


transmitted by the armed forces for this organization, 


'. Control of Government Systems 


Se. ettey 


Federal Government agencies now decide, at something less than 


top level, the amount and type of record telecommunications matter 


‘that is to be transmitted to overseas or foreign points by means of 


facilities controlled by the Federal Government and established 


primarily for purposes of national defense, Too great a diversion 

is not conducive to the best health of the nation's telecommunications 

networks, 3 $5 a ete 
If our national policy recognizes the desirability of strong 


private American companies operating in the international telecom~ 


munications field, there must be some form of control to insure that 


aa 


- g@ gubstantial amount of Government message business is handled by 


oohmerciel agencies, so that the Federal Government does not, perhaps 


' unwittingly and by unilateral action of independent agoncies, bring 


abdut a total or partial collapse of commercial facilities by 
eliminating their largest customer--the Government, 
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From an even broader point of view, there would appear to 
be a need for a mechanism to coordinate and, to a certain degree, 
regulate the use of communications facilities by Government agencies. 


Private companies under the necessity of providing an attractive and. 


economical service to. the public and under strict regulation by FCG 2 


are forced to justify additional PrsGicney stecs, adope- vinta 
economies, and serve the public welfare, 

It is recognized that Government departments, especially the 
military agencies, have from the technological point of view built a 
superb radio communications system, But thoy are not under the same 
pressures as private companies to justify expansion into new frequency 
channels and to enforce rigid oconomies, Even the actual costs of 
operating Government communications facilities are almost impossible 
to determine, Clearly, in aapaeing such a vital national asset, the 
Government must keep its ow house in good order, as well as do what 
is necessary to maintain the private facilities which are so essential 


both to the public and the Government itself, 


Use of Government Facilities for Commercial Messages 


: To provide a service of public correspondence to. and from points 
where commercial facilities are not available, Congress has authorized 
the Secretary of the Navy to furnish such service through naval radio 
stations, This authorization is given by Section 327 of the Communi- 
cations Act of 1934, as amended. : 

\ Certain other departments of the Government have recently re= . 


quested similar authorization from Congress, but such authority has 
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Relationships to Commercial Systems 


Though Government-owned facilities handle a large portion of 
Government communications, the Federal Government is dependent upon 
commercial overseas facilities to round out its over-all needs for 
international service. This igs true in two major respects, The 
Government finds in some cases that it is more economical and effic- 
ient to lease or subscribe to a elroult or channel. from a common 
carrier than it is to install and operate a facility of its own, For 
the cianieeion of small amounts of traffic to remote points, the 


Government often finds it more economical or convenient to route 


such traffic via common carriers than to send it part way over 


Government facilities, 

Government also depends heavily upon the existence of common 
carrier facilities during the early stages of war. Because it is 
not possible to anticlpate the precise nature and locale of hostil~ 


ities, the armed forces try to maintain a minimum basic system in 


'. peacetime and depend upon appropriate expansion in wartime, utilizing 


common carrier facilitios to tide them over, 

The Merger Question in International Record Communications 
Historical Summary 
% Proposals for merger of American companies providing cable and 
radiotelegraph services have provoked vigorous debate ever since 


rafliio emerged as a practicable means of international communications, 


The traditional American policy against monopoly has affected this 
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dobato throughout, “Daring the years immediately following the 
et first world war, it was a chief concern of the Government--the 
| Navy Department in particular--that the woll-established cable 
companios should not be allowed to hamper the full development of | 
radio as 8 medium for telecommunications, Hence arose the obstacles 
ae to the ownership ont control éf Beato companics by cable companies 
later embodied in Section 17 of the Radio Act of 1927 and in Section 
314 of tho Communications Act of 1934. 
A related policy introduced in 1943 calls for the separation 
of companies doing overseas business in weooed communiestions: from 
" domestic record communication companies. _ | se 
Within this broad framework, however, proposals have persistently 
recurred during the last. twenty yoars for mergers of American 
communications aoupatiiens Fundamental to this problem is the 
possibility offered by radio of providing, with relatively small 
capital cuthsys circuit capacity exceeding the normal requirements 
of international communications, This raised difficult econonic 
= “questions of cost of service, and the future profitability of cables 
Bat ose genet Re in the face of radio competition, There are some who have suggested 
that cables are now obsolete, but considerations of reliability 
and security point to the necessity of retaining cable service, 

-..% > Several of the companies have asked permission to merge in the 
hope of avoiding deficits. From time to time, some Government de- 
partments have favored sondelidntions for reasons of national 

se) ~ 3 ~ defense, conservation of anise frequencies, or “for other reasons, — 
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while other Government departments have opposed consolidation, 


Some of these agencies have shifted their positions from time to 


time on the desirability of one or another form of merger, At no 
time have all the interested executive agencies been in agreement 
on this issue, As of May 1950, this was still the CASC. 


The move for merger in the field of international record com= 


munications has never been able to win complete Congressional 


support because of traditional resistance to monopoly, Numerous 


hearings have been held by committees of the Congress, but no legis- 


lation has resulted, Either the case has not been strong enough, or 


prevailing international situations have delayed consideration of 


the various proposals, In the meantime, however, Congress has 


/ 


- approved mergers of telephone companies and of domestic telegraph 


\ 


companies, and permits the domestic telephone companies to operate 
in the international field. 


During World War I, when the Government operated the telegraph 


.. industry, the U. 5. Navy was given control of the transoceanic 


radio stations in the interest of national security, Immediately 


_after the war, a bill was introduced in Congress providing forthe 


control and operation by the Navy Department of the then existing 


* private U, S, radio stations used for overseas communications, The 


nleasure had Navy support, Under its provisions, the Navy was to 


operate the private stations as well as its own stations for the 
handling of both commercial and Government international communi= 


cations, The bill did not become law. ‘the country would not accept 


« 
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Government ownership or operation of these facilities, 
The first expression of Goieeceeieaal policy on merger of the 
privately owned cable and radio companies came in the Federal Radio 
Act of 1927, This law specifically prohibited mergers of radio 
with cable companies, and vice versa, if such mergers would testen 
competition or restrain trade in interstate or foreign commerce, The 
Radio Act also declared that anti-trust laws are specifically 
seotdoebie to the manufacture, sale, and trade in radio apparatus, 
and to interstate or foreign radio communications, . 
“The Communications Act of 1934 included the gane provisions. 

In 1939 the Senate Committee on Interstate Commerce requested : 
the FCG to study the merger question afresh, The Commission reported 
“in the following year, recommending pormissive merger of the cable fe 
-and radiotelegraph carriers. -_ | 7 

After lengthy hearings, Senator White and Senator McFarland 
introduced & bill in 1941 to pounte mergers in both domestic and 
_ international telegraph systems, When the measure. was before the 
- full committee during the following year, however: the Navy Department, 

previously a supporter of merger, objected to changing the law to 
permit changes in the international industry at that time. The 


Navy thought that the structure of United States overseas telecom 


~ munications should not be altered during the war. Provision for 
this type of merger was deleted from the bill; although the House 
restored it, the bill was not voted on before the end of the 77th 


Cohgress. 
The problem of domestic merger was felt to be. so urgent, however, 
~ that-it.could not wait for the conclusion of the war, The Postal 
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Telegraph Company was deeply in debt, and there appeared no prospect 


that its financial affairs could possibly be put in order, The 78th 
Congress took up the question of domestic merger dn 1943; and amended 
eet the Communications Act so aa to permit Western Union to purchase 
Postal Tolegraph. This permissive legislation required Western Union 
to divest itself of its international business, Western Union Cables, 
“within a reasonable period of time according to conditions and ee 
cedure spécified in the Act, and with the approval of the FCC,: Up 
to tho present timo, Western Union dnd potential buyors of its cables — 
have been unable to agreo on terms of sale, Western Union Cables 
continues from year to year as the FCC senawe pave aston for it to 


continue in its present ownership, This situation has given rise to 


suggestions that the provision for splitting domestic from international 


' carriers be stricken from the law. _ 
| In 1945 resolutions calling for study of the international fioweer 
problem again were introduced in Congress and further hearings were 
held, No new action resulted from the Congressional hearings, how- 
ever, Senator McFarland, on discovering that the Department of State- 
no longer supported merger while other executive agencies and the FOC” 
favored it, took the position that Congress eould do nothing until the 
_ executive agencies arrived at a common policy, 
In 1946 the newly seeantuca Telecommunicationa Coordinating _ oak 
RS cy Gomnittee, at the sadeseuion of the Navy parantnsat: tried to work 
~ out a Government policy on merger. The Committee was unable to reach 
a pnanimous recommendation after eioroudh exclosatten of the issues 
- by an ad hoc subcommittee. This ad hoe group submitted a report in 
| RESTRICTED. 
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' December 1946, which set forth the arguments of propononts and 


opponents of morger. . These arguments are summarized below, . 


Argunonts for Merger 
ait BC arguments by proponents of merger of the international 


record communication companies included the following points: 


Frequency Conservation. --By eliminating duplications in circuits 


| and inefficiencies in routing, unification would release a largo 


number of frequencies, which could be used to handle increasing traffic 
volumes, establish new circuits, improve speed and reliability of | 
existing services; and pieaidte the development of new services, Such 
an elimination of the wasteful use of frequencies would relieve pres- 


“sures on the radio spectrum and would strengthen the United States 


position at international conferences in urging adopting of new tech- 


niques designed to make the most efficient use of frequencies, 


Economic Savings.--Unification might permit the retirement of = 
a large amount of the telegraph plant maintained by competing carriers.. 


Not all of. this plant is necessary to meet the nation's communications 


. requirements. Retirement of some: of it would result in savings in 


communications costs, as well as the ultimate reduction in the invest- 
ment on which a return is earned, and could be reflected by substantial 
rate reductions and improved services | 

Traffic Routing.«-Traffic between the United States and foreign 
points may be handled over a variety of competing cable or radio routes, 
some of which are more advantageous than others to United States 


h 
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interests. “Merger would saniit each facility to be used to its best 
advantage, technically and economically. 

_Standardization.--Unification would promote the use of uniform 
operating practices and equipment throughout the unified system, a 
procedure which would strengthen the United States position in ae 
of worldwide: standardization. Standardization among American companies 
could be at the highest technical level, since merger would permit a 
complete interchange of patents and pooling of research activities 
and talents. | 

Relations with Foreign Carriors.--Merger would place the American 
international communications system more closely on a par, so far as 
influence and bargaining power are concerned, with the foreign mono~ 
polies with which it must deal, This would permit the unified carrier 


to insist on equitable operating arrangements and would enable the 


~ United States Government to give more direct guidance and support to 


the policies of the unified company in its dealings with foreign 


eystoms, 

aif ulation.--Merger would help the Federal Communications 
Commission to achieve its objectives of providing a worldwide comnuni- 
cations system, with adequate facilities at reasonable charges. A 


unified carrier could be. required to extend service to foreign points 


‘on & worldwide basis, whereas it might be difficult to impose such a 
, requirement on one out of soveral competing carriers. Because of the 


great divergence in earning power among the various carriers, reasonable 


— 
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rates for the most prosperous company would tend to drive competing - 
carriers out of business, a circumstance which may deter completely 
effectiye regulation, Unification would also facilitate the severance 
of the telecommunications system from intercorporate manufacturing 
Pe _ affiliates and from foreign activities, 
| 7 Securitys--Merger would foster security in the sense that it 
would provide 4 more efficient, integrated, and standardized communi-< 
cation system, which would be available for military use and planning, 
but it would have little or no effect upon cryptographic security, 


loyalty of communications employees, or anti-sabotage moasures. 
Arguments against Merger 

Of the Government dgpertuants represented on the Telecommunica~ 
tions Coordinating Committee, those opposed to bones based their case 
on unpse major points: 

paeeia Manas States economic policy, both in the domestic 

and in the foreign field, traditionally has been opposed to the creation — 

_ of monopolies, especially those which would receive special Government- 
_ Sponsored privileges. Generally, a favorable political, economic, and 
technical climate results from competition tempered to the extent 
“necessary by regulation, In view of this traditional policy, the 
proponents of mergor must sustain a very heavy burden of proof that 
morger is in tho national interest. | 

Frequency Conservation.--It is recognized that a merger would 


‘have’ the potentiality for the immediate conservation of a substantial 
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number of frequencies, However, the strength of a monopoly in its 
dealings with the regulatory agency might make it difficult to realize 
this saving. 

plished under a merger. But, even if potential savings might be 
immediately realized, it ig questionable from a long-run point of 
view whether the continued existence of competition would not result 
in greater economic advantages. 

Regulation.~=Experience indicates that regulation of a monopoly 
is difficult, Standards of performance are not readily available to 
the regulatory agency. The self-policing of an industry inherent in 
a competitive situation is not present in a monopoly. These factors 
outweigh the apparent superficial advantages which a regulatory agency 
might have in dealing with a merged company. 7 | 


Other Considerationg.-~Other considerations such as improvement 


in traffic routing, increased standardization, and the promotion of 


advantageous relations with foreign carriers also can be achieved 


through competition supplemented by vigorous regulation, It was not 


contended that perfect results would be achieved in those fields, but 
it was argued that, on the whole, results at least comparable with 


those under a regulated monopoly would be possible. 
*  -Beonomie Outlook for U..S. Cable and Radiotelegraph Companies 


Although many factors have been involved in previous arguments 


over merger of the international record communication companies, the 


fy 
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question now appears to rest primarily on whether the companies can 
survive economically without merging. All of the’ Board's discussions 
_of the subject with industry and labor leaders and Government officials 
atressed the economic problem, while other elements of the controversy 
wore given secondary consideration. 

. For that reason, the Board arranged for an economic analysis of 
the industry and a forecast as to its future profitability dais made 
by the engineering firm of Ford, Bacon & Davise The balance of this 

sk ° _~ Ghapter, except for the Conclusions, is adapted from the survey made 
by that firm. 
. Description of Facilities 
Major Carriers,--The Western Union Company operates 14 submarine 
gables, of which oight connect the United States with England, two 
with tho Azores, and four with the Hest Indies, Five of the eight 
“lines to’ England are leased until’ the year 2010 from a British company. 
Tho 14 cables measure 30,000 nautical miles and permit the company to. 
‘furnieh all Rrageee ef telegraphic messege service directly, or indi~ 
reotly through connesting carriers, to all parts of the worlds 
Three affiliates of the International Telephone _and Telegraph 
| Company, all of them wholly-owned subsidiaries of the American Oable & 
. Radio Corporation, are engaged in the American international record 
Ronmiintoathons business, Six cables between New York ind Europe, via 
the Azores, Nova Scotia, and Newfoundland, are operated by the Commercial 


Cattle Company, Total length of its lines is 22,000 nautical miles. 
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They make possible cablegram service to all parts of Europe, Asia, 


and Africa, Through affiliated organizations, the company also pro- 


‘vides mossage service to Latin America, All America Cables & Radio, 


Inc,, has five lines, measuring 24,000 nautical miles, between the 
United States and South America, Central America and the West Indies. 
In addition, it operates several cables and a number of international 


radiotelephone and radiotelegraph stations in South America. Mackay 


_ Radio & Telegraph Company, Inc., maintains direct radiotelegraph 


clirouits to some’ 40 overseas ‘points, furnishing all classes of record 
\- 


communications seevind- on a worldwide basise It operates radio stations 
in New York, California, Hawaii, the Philippines, and Tangier, Tho 


Tangier station is used to relay messages to points in eastern Europe, 


North Africa, the Near East, and India, 


RCA Communications, Inc., provides worldwide message service 


. through operation of direct radiotelegraph circuits to some 60 overseas 


points and arrangements with connecting carriers to reach other points. 


. The company has four radio stations near New York Oey. and one near 


San Franoisee) ag well as stations in Puerto Rico, “Hawali, tho Phihip- 
~ pines, Halts, Dominican. Republic, Okinawa, and Tangiors Direct cirouits 
reach Mexico, Central PiGU nes South America, the West Indies, ‘Europ, 
the Noar East, BRP Far Rast, Australia, Oceania, and North and South . 
> Atrdca, The company also operates a radiotelegraph circuit otmeen 
New York Gity and San Francisco for domestic haul of international 


.. messages and a ‘Leased wire circuit between New York and Washington, D.C. 
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Smaller Carriers.--Radiomarine Corporation of America furnishes 


all classes of radiotelegraph message service from shoro=to-ship and 


‘ghip-to-shore, Transmitting and receiving stations are located on 


both coasta of the United States and at St. Louis, Mo., Buffalo, N.z., 
and Port Arthur, Tex, The company also manufactures, sells and services 
nobile radio station equipment. 

Press Wireless, Inc., provides a specialized radiotelegraph service 
to newspapers and press “usaoetattons: It operates radio olreuite to 


some 19 overseas points, and has stations at Now York, San Francisco, 


. Manila and in Europe, The company also owns subsidiaries that manu~- 


facture and sell communications equipment in Latin America. 
Globe Wireless, Ltd., controlled by the Robert Dollar company, 


furnishes telegraphic message service from the United States to 


‘Honolulu, Manila, Shanghai, and Havana, Its radio stations are located 


in New York City, San Francisco, and Honolulu. Globe also operates . 
a ship-shore radiotelegraph message service. pee Cae eee 
Tropical Radio Tolegraph Company is affiliated with the United 


Fruit Company. Tropical's message service is carried over direct . ; 


~ elreuits to Central America and the West Indies and by connecting 
‘earriors: “to the rest of Latin America. In the United, States, it operates 


radiotelegraph stations at Boston, Miami, and New Orleans. In Central 
American acuniotaes 20 stations provide both radiotelegraph and radio~ 


cae sie ‘services. 


ea. The United States-Liberia Radio Corporation as “established by the 


‘geretorep 
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Firestone Tire & Rubber Company. Its operations are restricted 
to a radiotelegraph circuit between Akron, Ohio, and Harbel, 
Liberia. . 

The South Porto Rico Sugar Company furnishes radLotelegraph 


service to five Caribbean points afd to ships at sea, 


Financial Performance ; 
The financial data used in the study were obtained directly 


from the companies involved. In the course of obtaining the 


_ financial information, conferences were held with accounting 


executives of the principal companies. 


‘The information contained in Tables I, II, and IIT was 


secured from the larger companies and included balance sheets, 


income statements, and various related data for each of the years 


1944, to 1949 and for the nine-months period ended September 30, 


~1950, The principal purpose of this information’ was-to..provide a 
Anowledge of financial status and operating results through the 
- yecent years and up to the latest date for which actual data were 


available at the time. of undertaking the study, _ 


rt 
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INTERNATIONAL RECORD COMMUNICATIONS COMPANIES OF THE UNITED STATES 


GROSS OPERATING REVENUES - YEAR 1949 


Revenue 
Major Carriers (Thousands) - 
Western Union Telegraph Company | 
- (Cable Division) (WUC) $ 8,208 
"American Cable & Radio Corp, Subsidiaries: _ 
Commercial Cable Company (CCG) . - --..° 3,951 
All America Cables & Radio, Inc, (AACR) 9,713 
. Mackay Radio & Telegraph Co, (MRT) 6,528 
‘Total A.C, & Ry System phate Gere Beas 
. RGA Communications, Inc. (RCAC) S28 . 
| Total Major Carriers = 40,626 
Smaller Carriers | . i 
Radiomarine Corp, of Amorica (RM) 1,277 
Press Wireless, Inc. (PW) . 1,294, 
Globe Wireless, Lid. (GW) 1,306 
Tropical Radio Telegraph Company (TRT) ~ 2,406 
. United States-Liberia Radio Corporation — 78 
- South Porto Rico Sugar Company. “i > “Ulan - 
"Total Smaller Carriers ee RG SNe” bs Oboe 
% Total ALL Companics aa — $45 994 
F . LS _ a 


\ 
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of Total 


17,85 


8.59 
21.12 
L419 | 


43—90 


ae 


2.81 
2.84 
3,06 
0617. 
0,02 


11.67 
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7 | TABLE II 
AGGREGATE ADJUSTED NET INCOME BEFORE INCOME TAX 
; MAJOR CARRIERS = INTERNATIONAL INDUSTRY — 
(Thousands of Dollars). i. 
, Adjusted Net .° ~ Income in 
cS Basis for * Income before Per Gent 
Year Measure... Jmsome Taxes. . of Measure 
- 1946 en 0: ee 266 % 
1947 60,830 239K BD | 
1948 61,206 2 2 0 TRB del 
1999 2ti‘<‘é‘ OYTO eee ey 2 19 
oo : Fi) . 
a - The basis for measure of income is in each instance the sum of a ae 
Eee Oe ‘het property and actual net working capital. . 7 
+. oe 
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Table III 
. Comparison of Gross and Net Operating Revenues : 
aR Major Carriers - International industry 
tees . Thousands of Dollars 
‘ 9 Months 
Company , 3946 1947. 1048 1249. 1950 
Gross Revenues ae —_— 
woo! ‘7,790 7,402 «8,224 8,208 «5,993 
melee a AyA445 4,042 4,144 3,951 2,854 
. AAGR ; 8,639 9,934 9,835 9,713 Ts9OL. 
MRT - hy'767 6,041 5,599 6,528 AyQl9 
VA RCAO 1345226 11,700 12,386 121226 2,674 = 
\ : | 
Total . 38,867 322719 40.188 40,626 31.431 ! 
Net Reve Revenues . - | 
wo O€+~C~S 1,296 613. 1,411 1,505 1,438 
ccc  #1,039 = -=1,896. -1,075 1,111 =597 | 
AAGR 673 554 324 536 1,019 
MRT =1,042 -837 , 818  .. “gah 3 
ROAG  _BABL. 29 752 834 258 
rotel 2,369 2ha505 SDL La855 34043 : 
Net Revenues in Per Cent Se. 
of Gross_Revenuss 
wuc 16,66 BBS «1702% = 1843K 2H 0OF 
CCC (2304 «40.8 2569 23el -2009 ) 
AACR * 9 eB 5.6 33 5eo 12.8 
noes MRT 7 ; =-21.9 ; =13.9 ~14.6 lel he 
- . ROAG S168 .220,2.. su cOgles tab 750, coal 


Average ___ 61% 24202 105% Aabh 907% 
As shown in the- preceding table, the average ratio of ageregate 
net, revenue to gross revenue has improved ‘gince the low point or . = 
deficit in 1947. The Commercial Cable Company continues to show a 


‘net revenue loss in 1950 ‘although its position has smproved. While 
to some extent the penn taaine net revenue losses of Commercial. Cable 
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may .be avtriputed to the” aeoline in gross TEVOHNey it is evident 


that total Soerating costs are higher in relation bo gross revenues 


than those of the other major carriorss 


Comparative Utility of Services 


In making their survey, the onginoers prepared a quostionnaire . 
to determine the basic objectives sought in using each type of rapid 
international communications (air mail, telephone, cable, and radio-= 
telegraph) and the experiences of the users with respect to how well 
these objectives had been achieved. Selected customers were asked 
whether they were making a conscious effort to duane from one type 


of communication to another, They were also questioned as to amounts 


presently spent on cables and their estimates as to the amounts likely 


| _ to be spent in the near future, 


Information was sought.to determine whether each type of communi= 


cation did have its definite place in customers! operations, It was 
believed that if this were true and that each type was serving its 
‘purpose, it would be unlikely that the present pattern of services 


used would change much in the future, If customs’ and habits have been 


the main influence in ateeaee the uses of each’ type, however, 


' material changes in the pattern ‘ight OCCU e | \ 


The consensus was that the use of a P Mavbhouiue oe of communica= 


tion is dictated by its utility and that each ite {ts particular © 


nebde It does not appear, therefore, that wiese are any conditions 


that may materially change the Sabena in the near future. Bach type 


. has* been available for a “considerable period of time end the ePAvEEE 
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has become fairly stabilized. : 
res - _ Tho survey disclosed that there is a definite field for cable 
| end gadis messages in which they are unlikely to be supplanted by ~ 
either the tolephone or air mail. In addition, there are fringe 


:, areas in which the use pattern of telephone, telegraph (cable and 


Bt 
ee, 


ca52 radio), and air mail is variables | These fringe areas, however, appear 
to be relatively small compared to the ares in which the use of cables 
and radiograms is -fixod. | | . 
Answers to the iauteien indicated that the var Lous iypes of 
rapid communications are used west the euienlag ‘conditions: 
Cables and Radiograms ~ . - & 
i. When speed and certainty of savieony: i a definite 
time are necessary, and | 
2... When a written record is important, or 
a ' Be =Where cost is a considoration as compared with long 
distance telephone, or 
le When immediate responses or 4 conference are not — 
Noowssary's | oh | 
ae ‘ oe | Overseas telephone - 
| “a, When jmmediate decisions or responses: are nocessary, or 


2, Whena conference (back and forth conversation) is . 


«8 


a are me” desirable. — | : | : | re 
| > Air Mail » a Mee a ee ae 
eee te at Le - hen high spect. is not essential, and fe ue 
© fo gee . Pe ; gee a te Dae oe ae a 
an HESTRIOTED | gcc. | 
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Re When certainty of delivery as of a definite time 3% 
ii is not essential, or 
3a Where the length of the message renders a letter pre- 
ferable, and 
"he Where communication costs are of importance in com- 
parison with the amount of the transaction affected, 
tt was generally agreed that the international telegraph service 
is, on the whole, very good and reliable. Besides the features noted a Ses 
above, cables and radiograms have the additional davaitaee of getting 
“prompt attention whereas letters may be set aside temporarilye. A 
large insurance company stated that this is one of the chief reasons 
it uses cable and radio messages to the extent it doas, Some companies 
vebeane to overcome this by writing important air mail letters on 
Se e. :bpeotel forms that resemble cables but they have found that this 
practice is not altogether Succasetule: | . 
The delivery time for "ordinary" telegraph adverse is said to 
range, at present, from about ten minutes (in the cage of major direct 
- points like London and Paris) to about an hour, A cable or radio 
qeneeee can be sent Fone New York to London and a reply received in 20 
to 30 minutes. Prior to World War II dealers ‘in arbitrage used to send 
“gables and receive fepnied in from two to four minutas, but euch set-- 
oi : ‘vied is not rendered now. : 
Many companies reported extensive use of the night letter classi~ 
: Piostion of cable and radio services This is borne out as the records 
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of the major international companies which show that about 64 por cent 
of the public messages sont during the third quarter of 1950 were 
night letters, This service assures delivery at the start of the 
following business day, a period of 12 hours Svapeed- tins from New 
York to London, whereas an air mail letter from New York to London, 
under minimum pickup and delivery conditions, requires 18 hours, There 
isy therefore, no question as to the necessity for a cable or radio- 
gram when delivery at the start of tho next businoss day must be assured, 
| Telegraph service also is preferred to Long-distance telephone 

in many cases except when inmediate decisions or discussions are re=- 
quired because (1) delivery at a certain time is mora ) sure, (2) ib is 
‘usually less. expensive, and (3) it gives a written record, 

The principal sivantages of pores nee telephone messagos lie 
‘in the ability to engage in discussion, which may be important in 
_ clarifying certain situations, They also get immed Late ebtention 
whereas a telegram or a letter may be put aside, Great strides have 
been made in international long-distance telephone service and the 
average elapsed time to put through a call has boon materially 
“peduced. Tho major time-consuming factor, however, is ‘that of locating 
the person called. This may take considerable ‘ikcigy: In fact, it was 
gaid to be common practice to send a cable to make an appointment for — 
a tdlephone call. 

While the cost per word on the telephone may be. aaa low as 
compared to a telegram, ‘it was the consensus that 8 actual cost per 
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message generally was far less by telegram than by telephone. In ie 
latter case, much time is often wasted in awenittes And irrelevant 
conversation whereas in a telegram the heart of die aeadape can 
usually be compressed into relatively few words. 
| While the transmission over the telephone was said to be usually — 
satisfactory, it is not entirely reliable and iostanoes were cited | 
where poor transmission seriously impaired the value of telephone 
service, This is not apt to occur with telegrans, for if the message 
can not be sent one way it can be rerouted and will got through by 
another way. | | 
Although air mail is widely used and has taken business from the 
cable and radio ine in the past, it appears that this compebiy ton 
has reached a stable condition, Two factors have been cited as 
limiting the use of international air mail--first, the possibility of 
| planes being grounded or diverted on account of weather conditions, 
* : z. and, second, regardless of the flight speed, pickup and delivery gens 
vices are time-consuming. Delivery service is sea to be particularly 
: poor in all foreign countries except in the major cities, The ongineers 
wore advised that for most inland points at least. 24 hours shouldbe 
added to the scheduled 16-hour service to London, Paris, etCe Ono 
company having extensive operations in the Near East stated that the 
-. . nobmal air nail delivery’ service from its office in New York to its 
branches in the field was from five days to one “wok. ‘This conpares 


7 with & normal telegram service. of a few hours at most for ordinary 
| 
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messages and overnight for night lettors, 

The main drawback, howevor, appears to bo the undertainty 23 
to delivery time of air mail, While practically all air mail messages 
‘might go through on schedule the fact that a fow might be delayed is 
a serious detorrent to sending any message by air mail when cartainty = 
of ‘delivery time is of material importance, Air mail is widely used 


to send longer messages than would be economical by cable or radio, to 


send documents and confirmations, and to send many messages for which 


. certainty of delivery is not important. For other purposes, however, 


the uncertainty of delivery of air mail is often too great a risk for 


the savings involved. 
It appears, therefore, that except to correct abuses by corrase 


‘pondents in the use of cablos and telephone by perLodie expense-saviny 


campaigns, there is Little Likelihood that air mail will “seriously 


. eneroach further on the cable and radio businosse 


Distribution of Business Among International Carriers 


Except as specific cable and radio companios have direct service 


- to certain areas, or when they serve certain areas exclusively, cus- 
ee : . # 


tomers reported dividing their cable and radio business among the 


various companies in the industry. One bank said that it follows a 


policy of reciprocity and distributes its business approximately in 


_ proportion to the- balances: maintained in_ the bank by Bea various 


carrier companles. | One large insurance company sondustine business 


‘mainly with London through night lotters reported confining ite business 


“ 
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almost exclusively to one carrier because of the satisfactory service 
received. However, this is an exception, as most companies said they 
believed that by dividing their cable and radio business they main=- 
tained competition and thus got botter.service from all carriers, 
Potentialities of Merger 

Rates, Service and Development.--The fundamental purpose of any 
merger is to save money, This is generally accomplished by greater | 


flexibility and efficiency in tho use of facilities, reduction in 


, duplicated facilities, and savings in administrative and labor costs, - 


A portion of the monetary savings is assignable to the stockholders 


up to a reasonable return on the investment; that is, a return suffi- 


- edent to assure adequate financing of current plant investment and 


> ‘ é . by RE 
. . Approved For Release 2002/01/04 : CIA- 


’ peasonable development costs, 


It is to be expected that at least some of the savings derived 


from a merger would be reflected in direct public benefits; principally 


_. through reduced rates, Also, it may be reasonably assumed that any 
' development expenses ultimately would be reflected in similar direct 


“public benefits. si 


The fact that the Western Union-Postal Telegraph merger in the 


‘domestic field was followed by reportedly poorer service and higher 


‘rates is not a criterion unless it may be shown that the services would 


hav been better and the rates lower if the competitive situation had 


continued, The evidence at the time of that merger indicated that the 


; Postal Telegraph Company was on the verge of going out of business, in 
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_ to development expenditures having the same ultimate objoctive. 


decreases may be just as improper as insufficient or relatively poor 


service, Competition may cause excessive service in competitive areas 


for the preservation of borderline services in competitive areas, 
- obviously the maintenance of dual service, in areas where even one 


service may not be justified, is uneconomical and has the effect of 
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which case tho service, at least in so far as coverage is concerned, 
night have boen less than now exists under the merged companies, The 
engineers! survey of communications users, including the State Depart- 
ment, clearly idaoataa that there was a greater interest in service 

than in rates. Rate roductions are a measurable public benefit and may, 7 
thaestone: be overemphasized and given too much weight, to the dotri- 


ment of service. To this ond, it is important that a large share of 


any merger saving be directed to maintenance of adequate service and 


The allocation of income, after operating expenses and taxes, is 
generally subject to supervision by the dovatatesy authority, At the 
same time, the regulatory authority is expected to police the mattor of 
adequate and proper service and this directly affects operating expenses. 


Excessive service to the detriment of adequate development or rate 


to the detriment of service in other areas, 
fhe matter of the maintenance of less profitable or unprofitable 


services is of considerable importance in considering the question of 


merger versus compotition, While compstition may serve as an incentive 


increasing costs over the whole system which will be reflected 


> 
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ultimately in thé overall rates of both competing operations. The 
‘, effect of merger is to: 
_ 1, Eliminate unnecessary duplication of services, and 

2. Remove the incentive to maintain any service in areas where 

revenues are insufficient to support costs. 

While the first is a beneficial result of merger, the second may 
be a disadvantage overcome either through an enlightened management or 
‘rigid supervision by the regulatory authorities, Actually, a monopoly, ~™ 
through the elimination of duplicated out-of-pocket expenses and general 
“reduction in assignable overhead charges, should be better able to 

- gustain certain borderline operations. Finally, certain other points 
not now served may become economically feasible to serve under 4 unified 
operations . 

Customers! Attitude.--The customers conaul tod wore almost vaanimous in. 
their reaction to the possibility of a merger of alt cable and radio 
companies, All but ce of the customers opposed the suggestion in 
principle as being detrimental to the type of service they might expect 
to receive. Although the engineers! questionnaire did not seek their 

: es ~ opinions on this subject, practically all of them volunteered their views 
when the reasons for the survey were explained to thems In substantiation 
_ of their views, many cited their experiences with foreign carriers, most 
“So : of which are monopolies. These experiences dnatonted to them that, with=— 
out competition, carriers were very indifferent to customers! reactions. 


, Inquiries regarding confirmation of messages originating abroad often 
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wore unaswered for several days or disregarded entirely. This 
condition appeared to be so common as to convince them that it 
was a definite result of a monopolistic position, Also, while a 
number of the largost users of domestic telegraph sorvices said 
that they had not noted any reduction in the quality of domestic 


service after the Western Union Telegraph and Postal Telegraph 


_merger, another and even larger group stated that they had ob- 


served a definite deterioration in the quality of service since that 


merger, A few users expressed the view that there might be no 
objection to merging all the cable companies into one group and 


- all the radio companies into another as this would still retain a 


degree of competition which they believe to be essential to main« 


taining tolographic service of high quality. 


Labor's Pogition..-Consideration should be given to the con- 


» tention that wage scales in the record communications field have 


. been held down.to some extent because of the long-standing record 


of unprofitability of the industry, It is to be anticipated, 


therefore, ‘that labor would expect a share of any financial benefits _ 
resulting from general improvement in the business, whether it be 


_the result of merger-or any other cause, Consideration must also 


fg given to the probability of delay in savings on labor costs 
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under & merger, It is unlikoly that permissivo logislation 7 

° would allow an immediate general reduction in force, Rather, a, aa 
it would probably require retention of employees for periods 
of time,in proportion to their length of employment in the 
\ industry. ‘ : 

There does not appear to be any unanimity on the part of 
_ labor for or against merger, expressed epiritond“reneinn fron 

unqualified approval through conditional acquiescence to outright 

ae opposition, It apueupa that Labor is not satisfied with the 

results of the Western Union-Postal Telegraph Mergers DRpoE GOES 

"for expansion of Labor! 8 views would normally be provided through . 
public hearings held in connection with any proposed legisla~ 


f f 


tion. 


Carriers' Position.--The major international carriers told the 
| engineers that they are in favor of Bem sale ledtelatian for merger 
Of tnternsbaonal: record communications, There is no positive evidence 7 
that these organizations actually would merge under such legislation, 
There may be an effort on their part to agree upon a merger but 
there is considerable difference of opinion among them as to 
the terms and conditions, 
Western Union has suggested not only that the international 


operations should be merged but that they should be consolidated with 
fs | - RESTRICTED © 
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its domestic telegraph business under its management, This company 


claims, among other reasons, that the terms of its lease of five cables 


from Anglo~ American Telegraph Company, Ltd., might prove an absolute 


block to the transfer by Western Union of these five.cables into a 
ess ‘company which did not include Western Union's dongetic ppabast ona 


- American Gable & Radio Corporation. and RCA Communications, Ince, 


‘adhere to a consolidation of international facilities only. 


Because. of these: differentes of opinion, it has been stated-that _ 


-any permissive legislation should at least clearly indicate an intent, 


 4f not contain a specific directive, as to the desirability of such 


mergers. This should bo sufficiently emphatic so that it could be used 


to resolve inter-company differences. 


a _Radiomarine Corporation of America would participate in a consoli- 


dation of ‘nternational. ‘facilities only to the extent of its ship-shore 


o 


communications, but not. its equipment manufacturing, selling and 


servicing operations. 
Press Wireless, Ltd., and the South Porto Rioo Sugar Company told 


the engineers that they do not oppose permissive merger legislation of 


international companies, provided they are adequately protected from 


unfair competition by the merges Orgenteeyson and from any andne Presaure 


_ upon them to join any such merged operation, . Theso. aouentes would 
remain outside of any merged operation resulting from permissive legis=- 


» dation, * 


\tropteal Radio aoteeeees Company is’ the gnly.o carrler opposed -to7~ 
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merger, Should such legislation be written, howaver, ‘their position 
is similar to that of Beewa Winelsass Globe Wireless, Ltd., said that 
- at does not, at this time, desire to express any views on an inter- 
national merger. United States-Liberia Radio Corporation has not 


_. expressed any opinion, : e% ye | Sg OE 
— Accordingly, it may be neta that the consensus of the industry 

is for permissive merger of international record communications speci~- 
fically divorced from domestic operations with provision for adequate 


protection of the carriers which do not wish to join the consolidation. 


.... begislation.--There appears to be some difference of legal 
opinion as to Limitations in respect of consolidation or mergers under 
present laws, It is agreed that a clarification of Congressional 
intent would be desirable and that any merger of international companies 
~ now in competition probably would require specific legislative examp~ . 
tion from anti-trust law provisions. 

Company officials said they believed that mandatory legislation 
4s unnecessary, is not in the public interest, and probably wowld be 
- a atep in tho direction of ultimate Government ownership, : 

In general, it appears that any legislative action permitting 
merger of international record communications companies should contain 
protections for the independence of companies desiring to remain-in ai 
independent status, spenifications as to protective measures for labor, 
and protection from alien control, It should also provide for all 
possible economies, Resulting savings should be reflected in reduced 
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an facilities, and good and sufficient service to the public, 


operated competing branch offices at particular points, these would 


$6,471,000 Poe radio plant. The gross costs less depreciation were — 
$3,752,000. and $2,753,000, respectively. Combining the facilities 
of various companies would involve some expense in consolidating 


offices and combining cable and radio elreuits into one location in 


merger” “arid: were assured that the capacity of the Merged facilities 
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rates after provisions have been made for sufficient earnings to 


allow for adequate capitalization, reasonable research and improvement 


Savings under Merger .=-The major carriers, in 1949, made studics 
of their facilities and operations to determine those facilities which 
would be in excess of the industry's requirements in the event of a ee 
mergor’s A review of these studies indicates that-where duplicate ees 
graph cables or radlo transmission and receiving equipment were opera= 


ted, the oldest facilities were to be abandoned. Where the companies 


be combined into one office, 


- The facilities which were determined as excess in the event of 


merger had a gross book cost of $13,279,000 for cable plant and 


order to make possible further savings in operating cost. 
The engineers discussed the combining of facilities with papres 


seutavivcs of the principal companies which would be involved in a 


would be sufficient to handie any annual. volume of business which the 
fnaustry might reasonably expect in the future up to 800 millions of words b 


It was further explained that recent developments in the industry would 


a 
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permit an inerease in enpestey of about 50 per cent in the cable 
facilities and two or three times the present capacity in the radio a 
‘facilities. The additional investment required for these increases 
in capacity would be relatively minor. © —_ 
The companies also made studies of the personnel and the amount 
of operating expense necessary to. staff and openate the combined 
a facilities properly. Estimates were prepared of expenses for con= 
ducting operations and maintenance of the oo pnd radio facilities 
“cane for general and administrative expended, ‘These estimates “involved 
7 es i the projection of the expenses of the individual companies as ‘now 
| Gonsit aver and a Bee forma estimate of the merged expensese The 


difference pebieen them’ indicated the savings to be realized from a 


be pan 


a merger of the industry. The annual savings that might be anticipated, 


as estimated by the Soupeniees if the industry were merged, are as 


follows! 
_ Company Estinates of © 
Annual Savings from Merger me 


=" amount (in 
thousands ) 


" Gondiotine Operations Bepensess 


Cable ~ 1,464 
Radio eer 25633 : 
a “Maintenance and Repairs ‘Expenses: 
oo Xs Cable — 678 
Radio 540 
ris General and Administrative Expenses: 1,565 
* Total |  § 6,880 


The estimated. savings resulting from the proposed merger. were based. 
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‘on a volume of business ranging from 300 millions ‘to 500 millions of 
words annually. Howover, since the facilities provided for a merged 
operation are stated to be adequate to handle a volume of up to 800 
millions of words, there should be no necessity for any additional 
“facilities to handle the increased volume of business indicated by 
eo the engincers' study of future prospects. , z 
It follows, therefore, that the savings expected from a merger 
2 as - ostimated by the companies in 1949 took into consideration-all 
poe D expenses of a fixed or basic nature that might be eliminated by a 
merger. Thereafter, if the volume of business increased, any addi- 
tional expenses would be of a variable nature and would be substantially 
tho same in either a merged operation or an individual eiseny operation, 


; The engineers did not make any independent estimate of the savings 


iat 6 es 


ay ee el 


“that might be realized from a merger of the several companies, nor was 
a detailed study made of savings ostimated by the companies, However, 
a review of their working papers indicated that consideration was 
given to all of the principal factors involved in the merger. The 
methods and bases used in making estimates were sound and tho results 
seem reasonable, There aro, however, certain observations applicable 


to the companies! estimates which are discussed below. — 


Since the companies! estimates were prepared in 1949, there has . 
re 4 
‘ been an increase in wage rates. This would mean an increase in savings 
from merger over the original estimates. The extent of the wage 


‘ increase in relationship to wages paid at the time the merged “savings 


~ 
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were computed could not be determined without an exhaustive analysise 


A review of the operating expenses of the five major companies _ in the .— 


years 1949 and 1950, however, indicated that there had already been 


a substantial reduction, particularly in salaries and WAgZeSe Such 
savings may be attributed to modernization of ces Aaa devaluation 
in foreign currencies, and some economies of the same nature as those 
attributed to savings resulting from a merger. To ‘the extent that 


savings in this latter category have already been made, they could not 


again be realized in the event. of merger but would tend to offset any 


. inerease in the savings as a result of wage adjustments, It is also 


recognized that among the parties to the merger, there are certain 


differentials in wage scales. In order. to place all employes ona 
iil? 


uniform basis, the tendency would be_to increase some wage rates, which 


+ would reduce the indicated savings resulting from a mergere 


_ The ‘companies! estimates made no allowance for savings in depre- 
ciation expense. It is to be expected that if facilities were to be ~ 
reduced, there would be a Seesea ponding reduction in depreciation — 
expenses However, it is recognised that in the event of merger, some 
arrangement would have to be made with the Federal Communications Com- 
mission to amortize the amount of abandoned _ facilities. Since any 
estimate of such an arrangement would be largely enaccuare: no adjust- 
ment of depreciation expensé has been made. 

The companies, in their estimates of savings, did not give any 


condideration to changes in pension rai alma with the 
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company representatives led the engineers to conclude that the current 
pension plans of the individual companies are not comparable. In 

the event of a consolidation, a uniform pension plan would have to be ' 
adopted for the new organization, It is possible that the existing 
plan which is most favorable to the employes would have to be adopted, 
and this would tend to increase pension expenses, However, the reduc- 


tion in the number of employes as a result of merger would tend to 


decrease the overall pension expense. It is also recognized that the 


. reduction in the number of employes would reduce the amount of payroll 


taxes, which also was not considered in the companies’ estimate. 

From the foregoing discussion, it will be recognized that an 
independent estimate of the profitability of a merger would require a 
detailed and lengthy study which was not indicated for the purpose of 
this survey. It was the opinion of ‘the engineers that the savings 


résulting from a merger as estimated by the companies were reasonable 


as applied to conditions existing in 1949. The engineers felt that the 


net effect of the offsetting factors discussed above and changes in 


conditions since 1949 would not materially alter the companies’ esti- 


mates and wah such savings therefore could reasonably be applica He 


projected levels of operation. 
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 Estinates of Future Business 


The method used by the engineers in preparing their estimates 
of future business for international record communications systems 
included statistical studies and limited customer survey. Statistical 
studies were made to determine whether any economic indicators could 


be found that parallel the curve of international telegraph revenues 


in the past and hence might be used to estimate the revenues in the 


future, The customer survey was made to find out whether customer 
policies might materially alter the present pattern of distribution 
of rapid communications and thus affect the estimates established by 
the statistical method. 

The engineers felt that as the actual users of telegraphic ser- 
vices dotermine the volume.of business, their reactions would establish 


the pattern for the future, Accordingly, the customer -survey- sought 


to find out the conditions under which the various types of rapid 


communications are used, as well as any indications of intentions to 
use cables and radio to any greater or lesser extent than in the paste 
This survey was conducted by interviews with responsible persons 
in 35 companies in 12 different industries, The aggregate cable and 
radio business done by these companies amounts to. about {2,400,000 per 


year, or 7 por cent of the total public outgoing cable and radio revenues 


in the year 19496 


: The extent of ‘the. survey was limited by the time available but 
the unusual uniformity of the responses indicated that a peurere of 


answors had been established. and that it was: oy waar more : 
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interviews would materially have changed the picture, 


Statistical Indicators.--The engineers tested soveral statistical ~~ 


indicators to determine their correlation with the volume of telegraph 2 


business, Among these, they investigated the possibility of using 


the volume of foreign trade (total of United States imports and exports ) 


as the indicator of ‘volume in international record communications, To 


test the accuracy of this economic indicator, the_ engineers examined 
the- peli tone? of the volume of words (total of incoming and outbound ) 


and the volume of foreign trade, not only for the world as a whole but 


for various areas of the world separately and for” certain individual 
countries. In some instances, foreign. trade with particular arcas. _ 


ge varied considerably from foreign trade with the world as a whole, It 


was found that, in general y there has been a similarity of trends between 


' the volume of foreign trade and the volume of cable words not only for 


the world as a whole but for the various areas studied. . While eens 


2 factors than trade do, at times, affect the volume of worse. forelgn 


trade Sviacntly has had the predominating influence on ite 


The valatLonshtp of United States. foreign ‘crane with international 


_ telegraphic business is shown in the accompanying chart by the lines 


A and Be It will be noted that although there is a general similarity 


of trends, the correlation is not very close during the period 1941 to 
1947. During the war period 1942 to 1945 the normal relationship between 
the volumes of words of public messages and other MOBR AEE y including 


Govérnment and press communications, was distorted. “Normally, public . 
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words account for about 85 per cent of the total words, but in 1944, 
the public words dropped to a low of 37 per cent, Government words 
inoreased from the normal of about 4 per cent prewar to better than 
30 per cent in 1944, and press words increased from a normal of about 
10 per cent prewar to about 20 per cent in 1944. The remaining 13 per 
cent of the word volume in 1944 included miscellaneous" messages, 4 
low-rate classification used during the war for personal messages by 
_members of the armed forces, In the first half of 1950 the percentages 
resumed the prewar pattern, i.e., public messages were BA per cent, 
Government messages 6 per cent, and press dispatches 10 per cent of the 
total words. | 


eG . Assumptions.--The projection of volume and revenue into the future 


| 
| 
| 
| 
; 
| 
| 


involves making assumptions as to conditions that may prevail, The 
future trend of the indicators of volume and revenue can then be esti- 
mated, For this purpose, the Department of Commerce supplied estimates 
of U. S. imports and exports over the next Gn years on the basis of 
assumptions made by the engineers. reer these were the probability of 
continued tension in the international situation through 1951 with no 
outbroak of large-scale hostilities, of a gradual decline in military 
expenditures beginning in 1953, of normal growth in gross national 
product after 1952, of no general economic recession during the decade, 
‘and’ of an immediate spurt in stockpiling of imported critical and 
strategic materials, with the purchases falling off rapidly after 1952. 


Assuhptions which, in view of current conditions, the engineers felt 
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‘of 8 cents per word, the engineers. concluded that the transmission 
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wore equally conservative were made with respect to exports from the 


United States.s | 


Future Volume and Revenuos.--In the field of international record 
communications, the preponderance of revenues is directly related to 
the number of words. The engineers therefore used words as representing ~ 
the measure of volume of business. 

Starting with 1950 conditions, the line for public words (Line D 


in the chart) was eresniad parallel with Line C to arrive a6 estimates 


the longerange period 1956 to 1960. The level of public words was then 
raised from 84 to 100 per cent to determine the vein of total words. 
On ‘this basis, it was estimated that ‘the average volume of words during 
the short-range future would.be of the order of 540 millions of words 


per year and for the long-range would be of the order of 565 millions 
Multiplying the estimated volume of words by the average rate 


reventios of the international cable and radio companies for the short- 
range period will be of the order of $43 millions per year and for the 
Long-range period will be $45 millions per year, ag compared with 1949 
revenues of about $36 millions. 


‘ Estimates of futuro. Profitability,-~The ostinates of euture pro~ 


a ae NT TS 


fitability of the international industry, based on the operation of 


the barriers as separate corporate entities, were made by the engineers 
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“for the short-range and long-range periods were as follows: . 
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for the groups of major and smaller garatesed. 

The estimated international message revenue was allocated to the 
two groups on the basis of this average of the actual distribution of | 
this revenue in the year 1949 and the first nine months of 1950, This 
resulted in-an allocation of 90 per cent to the major carriers and 10 
per cent to the smaller carriers, To the message revenues thus allocated 
were added the setinatas of “other revenues as they applied to the two 
groups. 

The estimates of gross revenues for the major and smaller carriers 


-... .. Estimated Gross Revenues 
‘International Industr 
(Thousands ‘of "of Dollars) : 

_ Short-range Long-range 

Average Year Average Yoar 


~ Mefor Carriers 


-. International: scaeee, Revenue i 38,880 “40,680 
- Other Revenues ~~ . - fg. 75210 
Total 65090 | £7,890 

Smallor Carriers 7 : 
International Message Revenue = 4320 - hry 520 
Other Revenues ree Jha . - 3,797 
" Total ~ # 64117 6,317 


4 The estinates of future profitability are based on the above esti- 


mated gross revenues to which have been applied. estimated revenue ae 


ductions and other income account items. Actual totals for the year 
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the two groups of carricrs, for purposes of comparison: 
Estimated Future Profitability 
International Indust ’ 
Thousands of Dollars) ‘ 
: a Estimated 
. Short-rango ~ Long-range 
Major Carriers - ~ Year 1949 Average Yoar Average Yoar 
. Gross Revenues 40,626 46,090 ~ 47,890 
Net Income before , 
Income Taxes: © an 
Amount $28 5,966 | 7 308 
Per Cent of Gross. ; 
Revenues ~ 2.0% — 12.96 15.63% 
Smaller Carriers . 
Grogs’ Revenues : 5,283. 6,117 | “~ 6,317°~~ 
Net Income before Pes 
Income Taxes; cen 
; Amount — B09- 1,164 1,307 
Per Cent of Gross “i . 
Revenues ; 5.8% 19.0% 20.07% 


The engineers also computed bases for measure of income, to which 


the estimates of profitability of the international . pees were 


related. This relationship of net income: to the pasea: of measure of 


‘ inoomé” for the major and smaller carriers for both the ‘short and Long- 


range periods Was a8 follows: sO capes =, he thease ‘ 
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Measure of Actual and Estimated Income 
International Industry 
(Thousands of Dollars) . ee 
Estimated 
Short-range Long-range 
Major Carriers Year 1949 .Average Year Average Yoar 
Basis for Moasure 56,596 58,369 58,618. 
Net Income before Income Taxes: | 
Anount 828 5,966 7,308 
Per cent of Basis for Measure 1.5%, | 102% 12.5% 
Smaller Carriers 
Basis for Moasure 8,240 - 8,988 9,164 
a Net Income before Income Taxes: a 
ip Amount 309 1,164 1,307 
Per cont of Basis for Measure 3.8% 13.08 - Lhe 3% 


General” Observations , . 
| “-T& ig clear from what has been set forth above that the privately 

"owned U, S. international telecommunications network is an invaluable 
assot to this country in poace and an indispensable military facility 

| in time of war, During the early part of World War II, this network 

_ 28) was almost the sole means of linking the U, S, headquarters with ite 

| : forces overseas, During the war, of course, vast additional networks 
had to be created by the military services. 

&t the end of the war, those private facilities which had been 

- taken over by the Government were returned.to their owners and a portion 

of the Government network was dismantled. What was left of the Govern= 


™ 


mente built net, however, is still a substantial communications facility, 
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and this facility is now to a considerable extent competitive 
with the private systems, That is, Government-owned facilities 
built for military purposes arc now used by both military and 
| non-military Geowinsny aovaetasnte for administrative and other 
‘non-security traffic which might be handled by the domman: Gerpier 
. os companies. Faced already with serious economic problems, these fos 
| carriers are now faced also with a Government-owned competition 
which handles much of the business. of the carriers! biggest customer=~ 
the Government itself, At the same time, it ig to the Government's 
own beat interest*to see that the private carriers remain strong, 
for their facilities may be needed adaai in time of orisise Indeed,  - 
they are needed noWs | - - 7 | 7 
be peat? 7 .e The President's Communications Policy Board can hardly enunciate 
tpg o& formula which will at once solve for all time this critical problems 
a goer the problem changes. from year to year, almost from day. to Gaye 
“tt must be under continual surveillance and Government policies 
and practices must be flexibly adapted to meet changing conditions, 
What has concerned us. is that there is no adequate mechanism for 
po ae , dealthg with the pcblisn, for examining its nae or for evolving 
ao solutions, For example, Federal. agencies now decide for themselves 
| see " at--sontlidnig less than top level which portion, if any, of their 
overseas traffic shall be handled by private or by Government facile 
ities. And these decisions are based entirely on considerations of 
convenience, availability of circuits, or apparent cost and certainly 
nbt on consideration of how their actions may affect the health 
So | r | RESTRICTED 
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a, or: even existence of the private carriers. : 


We believe the Government nust have a mechanism for keeping 


under continual review the way in which privately owned international me 


NN 


telecommunication companies aro: ‘affected by Gomeemieny policies and 


“procedures, The Government should. adopt the general policy that it 
. will seok in every feasible way to follow such procedures as will 
maintain the health and strength of the common carriers. The Govern= 


ae ment should avoid, within limits set by navten see aves DERE 


ae 


codures as weaken these carriers. 
| — : . - Urgent recommendations have been made to Congress that legisla~ 


Ine _ tion be enacted to permit, companies An the international cable and _ 


a radio field to “‘nerges. Ons’: of these recommendations calls for one 


ht 


" fe company to handle all American domestic and international Second com=: 
munications, thus providing an integrated system. 
The Board finds no urgent or imperative reasons calling for an 


immediate merger of these companies; we conclude, on the contrary, 


that recent improvements in the profitability of these companies 


8 Oe Vent a 


Serer ‘@ continuation of their present independent status. More- 
a o _ over, in our judgment, a period of partial mobilization is not a: 
| ' good time to undertake a reorganization ‘of these important components 
— See > of our communications system. | 
Our conclusions in regard to merger are based on conditions 4s 


we now find them and can project them, - We believe, however, that the 


- gituation can change and that the welfare of our national communica= 


_thons system demands constant attention to the” condition and stability” ~ 
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of theso companies, We recommend that the Telecommunications 
‘Advisory Board, proposed in Chapter V, take this as ono of its 
~ assignnonts, working jointly with the Federal Communications 
Commission, We are mindful of the strong conviction held by in- 
formed membors of Congress and others that merger is desirable, 

- While we believe it in the national interest that such a merger bo 
doferred, Woy too, recognize that changing conditions may provide 

" compelling reasons for a merger later on. If so, piwee should be 
‘adequately anticipated by the Toloconmunications Advisory Board and 
by the Congress. The kind of merger which might thus be indicated, © 
as well as the timing of ity may be dictated not only by economic bi 
~~ forces’ but by the wisdom of the Government's own policies vis-a-vis 


'.. these companies and by pest te developments. Such technolo=.. . 


“in dotermining * the future, of these seavanton 


Conclusions 
1, The Governnent should adopt the policy of maintaining the 


strength of the private competitive international conmunteations 


“ ISH aa eae 


a There “should be a Government agency shares with the respon- 


sibility for Ampl onenting this policy. 
& r 
3, Urgent recommendations have been made to Congress that 


. legislation be enacted to permit companies in the international 


% 
cable and radio field to merge. One of these calls for a single 
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company to handle all United States domestic and international 


record communications, thus’ providing an integrated system, We . 
find no imperative reasons calling for an immediate morger of | 
these companies; wo conclude, on the contrary, that recent improve= 
ments encourage a continuation of their present independent status. 
Moreover, in our judgment, a period of partial mobilization is not 


a good time to undertake a reorganization of these SapOR Lane com= 


ponents of our communications system. ‘Our aensiuatene in regard to 


mergor are based on conditions as we now find them ana can project 


_ then, We “recognize, howaver, that. the situation can change and that 


the welfare of our communications system demands constant ShreneLoe 
of the strong conviction held by informed members of Congress and 
others that merger is desirable. We have axcortainoed that interested 
Government departments are divided in their views on the subject. 


While we believe that the national interest doos. not at this time 


= require the repeal of existing prohibitions against merger, We 
recognize that changing conditions may provide compelling reasons 


| gor a merger latér on, If so, their anticipation by adequate study 


and legislation will be essential. The kind of merger which might 


thus be indicated, as woll as the timing of it, may be dictated not 


‘only by normal economic forces, but by the wisdom of the Government's 
own policies vis-a-vis the companies and by technological devetor- 
mentse Technological developments may in fact prove “to ‘be the — 


conclusive factor in determining the future of these companiss. 


a. 


as 


~~ pingle ‘physical entity, ty 


a4 
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CHAPTER V 7 


GOVERNMENT ORGANIZATION 


‘Our study of each of the main telecommunications problems to 
which we have addrassed ourselves has led us to a single common 
conclusion: The United States Government must strengthen its organ- -. 

| ization to deal on a continuing basis with teleconmunteations policies 
and problems. - oe : 

In our study of the snhiet of scarcity of space in the radio 

"spectrum relative to increasing demand, we found an enormously 
i problem of frequency management, The ‘Goyennient: is ene 


to cope with this problem by dividing responsibility for frequency 


ia assignment petween the Federal ara cee Commission and the 


President, and. thus - ‘establishing 7) “dual system of control over a 


In our study of the crebiien of the relationships of Government 


me communications, activities to non-Government activities, we again found 


divided responsibility and a lack of. conprehensive assignment of 


authority to deal with the problem as a whole. - Nowhere did we find 


“ghy-agency., or system of collaboration among existing Government agencies | 


: dealing comprehensively and continuously with policies or integrated 


axecutdon of Government proezeme affecting non-Governnent telecommun- 


“ deations activities. — 


® In our review of the question of merging the overseas apavattone 


! 


of our commercial telecommunications companies, and in our examination 


pps pcb eat BERARDI 62 UR ARCBEZ bo svoRo007001 oe 
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breast of economic, technical, and other data affecting the health ee | 
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telecommunications carriers, we were struck first~by the lack of 


| economic and technical information on which we could base a sound 


conclusion. Although we decided, on the pare of the facts and 


- testimony we were able to collect, that no Government action noed 
be taken now to assure the financial soundness of these activities 
for the immediate future, we arrived at the strong conviction that the 


- Government needs to strengthen its existing organization to keep a- 


of commercial telecommunications carriers 5 sO that. helpful. measures can 


be taken promptly whenever conditions require them. 


In our efforts to discover the, current state of Government 
telecommunications ‘policy as proliminary to recommending needed steps 


toward a total national communications policy, we once more sncoun= 


co oe 


tered dispersion, confusion, gaps, and deficiencies in the product 


- sand performance of those agencies charged with telecommnications 


policy responsibilities. ie = be phe eg 


Since our. appointment , -the nation has passed into a eyahe of 


‘ 


national emergency, and our country faces deepened crisis and 
heightened threat of war. Thus wd examined the problem of the need 
‘for re a now of a Board or Administrator of Defense Communi- ; 


oe ‘to exercise “the President's powers over ene nation's tele- 


_conmundeations system, public and private, in ‘the 4nterest of the 


Semen 
Set 


“nations” security. Again we wonetiided that neither existing organi- 


gations, nor the creation of an ad hoc onganization like the Board 


- of War Communications, would auffice. We suggest that the permanent ss 
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agency we describe below, headed by a board, or by a single indi- 
‘sidiielocan discharge. these responsibilities, 
During the past year we have become aware of the possibility of 
seanees technical. developments which may affect fundamentally the 
economics and the engineering of our present telecommunications 
aystem, particularly in the international field. It is impossible 
for us to foresee the specific impact which those developments may 
have. But we are more than ever convinced that the Government re= | ra oe 
quires a strengthened telecommunications organization. to keep‘ euch 
-dévelopments under constant reviews. | 
i Both the present and the potential threat of enayiendly: inter= 
ference to international communications underline the urgency of the 
need for this 5 cncnbehened oreduseati ont 
"Dimensions of the Problem - 
oe? < The teleconmunications ficld.is one affected with the public 


interest. : | ai -_ 


a ne 
Teleconmunitcations by. ahve have long been regarded as such a 


i business, ‘aed therefore appropriately subject to regulation by Sine 
lie authority. 

Telecommunications by radio fall even more clearly into this 

class, since the baie medium they use for the transmission of “in- 


| _ formation lies in the public domains 


cece 


“Natiie has presented the inhabitants of this world with what 

. used to be called. the Wether," the medium through which radio waves 
Ce) | of all frequencies are propagated. — Tike the air we breathe, the 
Approved dear Ratease enozu- YOM aClA-RDBS ,0O0ARARBEOTDO19d001tere is 
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ee not enougs of it to accommodate all claimants. Breryene who uses a- aes 


portion of the radio frequency spectrum automatically Sueludse others: 


from-using this same portion at the same time, unless the other po~ 


tential user is far enough away geographically to cause or suffer 

eng tolerable interference, Sinco impulses of certain frequencies can 
be sent by low power half waynaround | the oarth, the. conflicting in- 
terasts of peoples in‘ all nations of the earth, as well as of all 


Pg eibas within a single meteor mie somehow be brought into harmony. 


: Otherwise there will be chaos. 

Bg Clearly it is @ responsibility of every government to manage, _ 

1 oe wate world resource, this element of the public domain, in such a 

: way as to maintain an ordered use of the radio spectrum by its own . 
citizens, Hach governnent 7 also reach agreements with other 

_governmonts for equitable sharing and mutually Peaetsbie: use of | 


\ 


.. this world resource, 
a ae of the United sintee: nag recognized these 

“responsibilities for many years, and has from time to time estab= | 

- lished a succession of agencies to deal with various aspects of this 
| problem. But as tho use of the radio spectrum has grown, as the 

| Government has itself become a major user, and as other nations 
of the world have sought a larger ghare of the spectrum, the problem 
eS has outgrown the authority and capacity of existing Government agen~ ore 


in cies to deal with ite - ae os 
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-_eatdons resources--including both wire and radio--which existing - 


ss and private users of the spectrun space=-that Ls; for guidance 


in aking the best use of its share of the total spectrum? 
“demands of national ‘security? 


i 
 telecommunications agreements? | . ness . 
| 


© developaonte? 


aah, 
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What are the major issues arising out of the problems and 


—- 


responsibilities the nation now faces in utilizaing its telocommuni= ~~ 
agencies are admittedly not equipped to handle? We have found five. 
l. How shall the United States formulate policies and plans for 


guidance in reconciling the conflicting interests and needs of Govern= 
f ; 


2, How shall the United Beales meet nh Beep eey problem of 


- managing its total -televonminicstions ‘resources ‘to moot the suaiaind: 


ce How shall the United gtates develop a setionel policy and 


position for dealing with other nations in seeking international 


‘&e How shall the United States develop: policies and plans to 


“ BOstier ‘the, soundness and vigor of its telecommunications industry in 


& 


the face of new technical developments, changing needs , and economic 


5. How shall the United States Government strengthen its 


"organization to cope with the four issues stated above? 


The first four of the questions require brief explanations 
1. Reconciling Uses_of- the Spectrum. This task--which is — 


; known ag ‘ frequéncy management--is one of énormous® technical complexity + 


Different ‘portions of the apectrum have radically different propaga~ 
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. Some are ‘weenie: for Long-atatanoo and others only for short-haul ._ 

purposes. Their ‘officioncy also changes from night to day, and from 

day to day, and 1s affected by atmospheric conditions and by sun spots. 
Technical advances in the art alter the degrees of possible use of a 

particular band, The difficulties inherent in these facts re 

~aevated. by the increasing congestion of certain spoctrum bands » 
7 vee tens management of the spectrum, much more could be done 

with frequencies now available, There is opportunity for more effec 

- tive sharing of frequencies, for more intensive use ‘of individual 

frequoncies , and increased economy in kilocycles assigned to each» 

Bo circuit. Sharing includes division both of time and of geographical 
oo area. Frequency-conserving practices all for use of the nese effi- 
ont and stable receiving. equines available, compatible” with. 
oe economic soundness. _ These in turn permit smaller allocations of 

spectrum space to. accomplish given tasks. 
. : _ The assignment. of space in the spectrum among - private users 
Pa (dneluding state and local, but not Federal Government agencies) ie 
| a responsibility of the Federal Communications Commission (FCC). 
©, : The total amount of sigh space available for assignment, however, 

is not determined by the FCC. In effect, it is determined by the 
‘president, who is responsible for ‘the assignment and management of 
“those | frequencies used by Federal Government agencies. The Inter= 
? _ dovartnont Radio Advisory Committes (mac) ie the instrumentality 
© | rae ae : through which frequenciss a are assigned to Federal users. Thus far, | 
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no national policy has existed to clarify this dual control of a 
single resouree and thus to aid in governing the apportionment of 
space between private users and Government users as groups. No cri- 
‘teria have been established for use in choosing between the conflict~ 
ing needs of a Government and a private agoncye = e 


2e National Security. In the present period of recurrent 


crisis, it is likely that we shall be faced with a continuing problem | 
of adjusting the use of teleconmunications--especially radio frequeny_ . 


. eles--to what may be violent fluctuations in the esaquavonente for 


national security. Indded, we may face a gituatdon in which the 


|| President's emergency powers to control, take over, or close down 


communications facilities will have to be invoked, and arrangements 


“= for the delegation and exercise of those: powers whit be essential, .- : 
“We may | also be faced with tho necessity of crcating wholly new 


» telecommnioation facilities, 


Telecommunications of course play a major role in the economic 


ae ee cultural Life of the nations They are the vital nerve system 

of our modern militery establishment. Since spectrum space is de- 

20 snails, Ansuffictent to meet both the | full needs of national se- 
* eurity and the full’ ‘needa of other affairs, ‘the latter must give way 


. to the former in time of emergency. When the emergency has meeess 


% 


| frequencies and facilities, must be restored. to civilian usee To. 


aaa an ad hoc agency to meet each orisis as it comes would be a 


siuaay expedient: at best, ‘ond indeed, the. problens of transfer and . 


retransfer of ‘spectrum space and of facilities ‘for using at are too 
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; complex for ad hoc control to be Baeuuete: A continidng mechanism 
: is needed for the foreseeable. future, 
oy as 3. Inte national, Agreements. Just as the United States has 
\ pel | no clear policy for dividing its share of spectrum space, so it has 
ees ‘lacked satisfactory saneree determining policy as a basis for nego~ 
: s : tiations with other nations for the world division of the spectrum, 
The United. States, in. preparing, positions for international negotia- 
tions, has in effect asked Federal. and other claimants to state.their 
: Oy eee _ needs, and then presented the total asthe United States requirement, 
- In those portions of the spectrum where these totals have been small 
“ enough to fit within the world complement, our delegations to con~ 
"ferences have had a negotiable poate ene: Tn some: cases, onevers the 
~ getiotal, stated Pequiscunnye have excecdéd not noroly those which could 


a eanonbly. be put forvard as the proper United States share, but have . 


eas oat acteck TRE cass facto tenn aia ack eka Ei eine ai AN at im EE tai a an lt ai ae ear aaa 


actually exceeded the total physical content of the bands. -Further- 
Py ne MORE). there is no permanent. mechanism by which the stated nequiremenye 
SEN 9 r the . United States users eeu: be BasuAEe with equity and safety. 
PSS Shame imperative need for: means ‘of malting euch er ad ala een 
| ee siancration: . 
4, Maintaining a Sound Industry. The private telecommunica- ia | 
| hee at tions - Gainey of the United States, is one of the nation's most 
: a “valuable assets in peace or in WAL » | The normal Life of the country 


“4s supported and Pacilitated- by it in numberless ways. In apnonnel. 


| ox bans, the-. industry can fe at te se of the nation: ite. Tange 
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reserve capacity, built up because ©f its competitive structure, 
This capacity helps to take up tho immediate surge of military 


requirenonts, The industry can releago radio frequencies, Babee 


ae 


capacity, and other communications facilities, when required for 
Government purposes , without senteuely affecting its abllity to 
carry the civilian load, 

It is essential that the industry be in sound economic condi-~- 
setons Some of its components, however, have faced serious diffi- 
culties, These have arisen in part from changing economic conditions 


and from new technical developments, and in part from the varying in- 


"ternational situation. The industry also has objected to practices 
and policies of the Government, such as taxation policies, subsidies 


to competing facilities, and the Governnent 's increasing extension and . 


wii? 


use of ite own” communications system, To meet these difficulties, 
| the companies have from time to. time taken individual action, and 
from time to time Government has been of assistance to them in rate — 


sedauneneate and other ways’ 


But there has been no Long-range study of the question, no 


i 
i 


: “Long-range planning. There ‘should be. No agency’ of Government is 
a a position to take a comprehensive view of the- problem. - Regule~ 
~ tory authority over all sdmionioatsend common carriers in inter- 

= state commerce, wire ‘or radio, is centered in the FCC, However, the 


< FCC does not have bowers for example, to- require Government agencies 


. to make greater ‘use of peare facilities, or even to investigate 


whether, such transfer of traffic would be feasible or desirable. from 


‘the: Governnent's. point of view. There is no agency qualified to advise | 
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. 2 the Prosident in fields where the interests of patvate and Goren 
ment telecommnications usera are in conflict. Meanwhile, in the 


absence of guiding policy, tho action of Government agencios could 
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' seriously handicap the industry. 


In addition to these special problems which are directly con= 


me See a 


| cerned with telecommunications policies and programs, it is noces- 


gary. to keep in mind the fact that these policies and programs do not 


seneyrit 


exist in a vacuums; they are part and parcel of the policies and oper= 


me NTS 


ations both of the Federal Government and of the political, economic, 
BN is mal abery and social life of the country as a while. Therefore wa 
, must take into account, in estimating the dimensions of the problem 


before us, the point that telecommunications policies and programs : 


3 
i 
iy 
: 
fs 
| 
p 


must not be considered as entities in themselves, They should be 
> -eonstantly related to the larger whole of which they are part. 
One further fact is important in uncors tangle this problem, 


.’ All Federal Government sgonctes have interests ag users of tele- 


~ communications. The degree ‘of user interest varies; the mos % promi-~ 
nent ugers are the Department of Defense, the Department of State, 
and the Civil ‘Aeronautics Administration. The Civil Defense Adminis 
tration is vitally concerned with the adequacy and dependability of 
tes a “ domestic communications. The General Services Administration has a 
| _ threefold interest: as a user, 88 a: provider of long-distance . 
“commund. cations systems to other Federal agencies, and as the con= 
~. troller and manager of telecommunications (subject to certain restric- 


/ 


“tibne) ‘for all Federal agencies. The Federal Communications Com- 


yee eh grate Os oo OR RETRTOTE, Le, | 
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mission, although not itself a prominent user, speaks in Federal 


Government councils for tho interest of the non-Government user. — 


oe - ‘While all Federal agencies have groater or lesser interests 


as users of telecommunications, the use of telecommunications as 


_-such is not a major interest or function of any of them, but is 4 


tool to accomplish their missions, 


eee KR 


The problem now facing the Federal Government is how to 


organize itself to meet its responsibilities for poliey formation 


| meet, the four special problems just outlined. 


Organiza. 


We turn now to a study of the ‘epiatine Government telecommuni- 
cations agencies to. determine the extent to which they can cope with 
: ee | ‘the problem just stated. In order, ‘they are the Federal Communica- 


tions Commission, the Interdepartmont Radio Advisory Committee, and 


and program execution in the telecommunications ‘field, which will 


_ the ‘Telocommunications Coordinating Committe. Their pestysce in, 


. the intricate pattern of national and Antornational éeteoonminice= 
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io ‘each of these agencios, we have examined tho record and discussed 
with’ qualified observers the basic nature of these organizations, 
‘their past record and their probable adaptability to meet wveraies 
quately the exigencies of tho present and future. We have been 
mindful of the advantages of building on existing men and organiza~ 

ae tions; we have no wish to add to the number of existing Government 

- organizations dnteas the need is inescapable; we have Looked: for... 

- ways and means of adapting these agencies so they can more effectively 

-.earry out the tasks we think need to bé done, or done better. 

From this spécial point of view WO have appraised each of these 
"agencies, as 4 Seana of arriving. at our ésieristenoke to what should ~ 
. be dene to strongthen Gaveeniene telecommunications ‘policy anpHinaess 
cee ‘The Federal Communications Commission was created by the Sonne 

” > heations ite of. 1934 as an independent agency to rogulate interstate : 


“." and foreign commerce in communications by wire and radio, The Com- 
CE 22 ts ondaston's jurisdiction extends not only to private radio broadcasters =~. 


ay 


and to columon telecommunications carriers engaged in interstate and ee 
Povetei enieeee, but to the communications activities of state - 

~~ and local governments as woll, | | o / 

: The ultimate public policy anibodiod in the Act is 


* “to make available, so far as possible, to all the 

' people of the United States a rapid, efficient, Nation- 
‘wide, and world-wide wire and radio communications service . 
swith adequate facilities at reasonable charges, for the 
ae ae ey Jo) RESPRIGTED — oe 
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purpose of promoting safoty of life and property through — 
the use of wire and radio communication. +s! 
An immediate Spies WAS - to secure "a more effective execu- | 
tion of this policy. by contralizing authority heretofore granted 
by law to several agencics and by granting additional authority 
with respect to interstate and foreign commerce in wire and radio 
communications see! i/ 
The Commission has broad povers to eoppliate common earricrs 
~ engaged in interstate: or foreign communications usvieitiog: and 
radio broadcasters. The Commission enforces. those provisions ‘of 
the Act which require ships to carry apscified radio equipment and 
. comply with procedures for safety at seas The Commission carries eit 
the necessary inspections and investigations, and 0 can compel actions 
5 “those. it regulates to conform to the ‘broad purposes of the Act. 
The Act provides sanctions and empowors the ‘courts to enforce Com= 
i mission decisions, The Act also specifics elaborate preeecare 
~ provisions, sostgned to afford apreale. to the courts to any party | 
_ who is BERENS by a | Commission decision, or aheds interests are ; 
affected thereby. Those provisions for due process of law, ‘these 
| : protections against sthatneay or capricious Government action are 


necessary elements ‘of the Bounysexon F concept: and” conduct. 


: i ok os : 


| Meonmunications Act of 1934, as.amended, Sec. 1. 2 
me Se eee ee Lo tes gapetk hl Five eye pn 


a aa Oh eee ds 


pe \ : as eas ve 
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The Avauiceacions Act was passed with the intention of 
. oontraliazing in one agency the task of viewing non-Fedoral Government 
communications ag a whole, of developing communications policios ' 
for wire and radio on an integrated basis, and of providing for 
rogulation of specific forms of communication with duo regard to 
the effects of particular actions on other forms of ee eee 
It was recognized this was a technical field in which Congress could 
not hope itself to carry out the quasi~legislative process of rulo« 
making, or the administrative process of applying the standard of 
| "public convenience, interest, and necessity" to numerous specific 
cases, Those provisions of the Communications AGEN require the 
‘Comission te study spocial problems and eoscuncne legislation to 
eure ‘them explicitly popiactethe intent of Congress ty aie the Com- 
‘mission special policy~forniing responsibilities for telocommunications 
' matters, | | . | | 
| As such, we considered carefully whether the Communications Con- 


.mission is not an- appropriate place to put the functions we have in| 


~ Tho Communications Act itself, however, suggeste otherwise. 


Divigion of Powers between the President and the FCC. ~The Com= 
| munications Act vests defense powers in the President alone, and 


7aivides Government power to assign spectrum spaco. Whilo the pro- 


ree ~ amblLo to that Act recognizes the value of communications to national 


|” @efchse, and implies that tho Commission has a direct interest in thé 
“RESTRICTED cee 


x 
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ea & | management of telecommunications for defense aunesee: Section 606 
"of the Act clearly vests in the President the power to take over 
~ efvilian telecommnications facilities, both wire ond eadiiey for 
“ Saanaoney and war purposes. The President need not turn to the 
‘Commission for any sort of prior consultation or advice parodies 
ercising his powers under the Act. Furthermore y Section: 305 of the a 
Act- specifically gives the Sroatdan’. the power to assign radio fre- 
quencies to Government stations, and specifically sccnte Government 
3 stations from the “licensing and other regulatory powers of the Com- 
: mission when they are “operating as such, The Act on the one hand 
provides no seeederds to guide the President in assigning frequencies 
: — “40 Governnent: stations; his a is final, On the other hand, 
2 the | ‘Act places vhe_ Commission undex- no duty to respect the President's 
lice fT ia puedamesintep either the Comisadon or the - President. could start a 
: oe radio. war by-assighing’é frequency already: in tise to an dimeeaving 
CE ON, ager, | 7 | | 
aoe | '/gimtlarly in the field of foreign relations, the preanble to 
| “thie Act suggests the Commission should concern itself with foreign 
", elations by including, as part of the Commission's broad public 
" poldey objective, regulation of foreign commerce in part with an eye d 
ae “i fostering a ‘rapid and efficient worldwide wire and radio communi- 
datdon service, Yet it 1s patent that Congress could not and did ‘not 


- wish to give the FGC powers in the field of foreign relations which 
: - : * oe Bs ae i , one as a : eas oe ; 7 é oi 3 =e 2 ‘ & . 
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~“. 


This division of responsibility offered ample room for the 
Government to get “its csidscannnications policies and ‘administra~ 
tion into serious snarls. Two factors have worked against this, 

One is the relatively small neéd for close coordination between the 
Commission and the Chief Executive dur ing the early yeas of the 
Commission's lifo; the enner is the setney of sensible cooperation 
which has narked the palations ‘between the Commission, in particular 


its chairmen, and the President. 


The Communications Act. Was passed: at a time when there “was far 


‘less conflict ohae tee is now: ‘between the requirements of the 


— Government me the requirements of othor claimants ‘for radio fre- 
quencies, Technological and economic developments kept pace with ‘ 


‘valid domains for frequency assignments, in the main, eee a sne 


for defense needa were geared. to the “teste of the ~erre The 


be nation’ 8 ante? of the S120 © and importance of its, responsibilities: 


{ 


“and connitaents in the field ‘of foreign relations was’ “gilso far more 


ans ae : > Sihsad 
_nodest than NOW, — . 


Aeconmodation ‘between the eeceuaet ong the Commission Was, howe 


- ater a-de f facto political reeudt not- a necessary ‘legal result fiat 7 


eat 


vthe powers and structure of she Commission and legislative specifi~ | 


: cation of its relationship ‘to Congress and to the Executives The 


ee Commission, as: an “independent regulatory agency Goes: not report to 


Mus 


: ‘the, President, nor need it consult the President in arriving at its : 


Bee Sx ‘ “ot 
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decisions in actions before it. Mombers of the Commission are 


. appointed by the President, with the advice and consent of the 


Senate, The Commission must come to the Bureau of the Budget in 


presenting its appropriations requests to Congress. The Commission 


‘is subject to presidential power in reorganization and management 


matters, The- President on tho one hand has Issued Executive Opens 


affecting the Commission and its participation in Government activ- 


ities, and the Commission has complied with them, On the other hand, 


the President has been chary indeed about using his budget and 


: Teorgantsayton powers with respect to the Commission. Chairmen of 
~ the Commission have voluntarily taken up many polioy matters with 
the White House, and the record, shows a high degree of cooperation 


‘on matters of joint concern, 


Conares gsional I i nterest. Relationships between the Commission and 


the President are always. conditioned by the views of Congress-=and in 
"particular of those Senators and Representatives who take a special 
> dnterest in broadcasting or other communications matters=~as to the | 


Proper role of the Comission and the BeEree of independence from 


\ 
' 


Many Congressmen take special interest in watheis before the 


pee which may: affect availability of nationwide outlets for 


political debate, or which may affect communications activities in 


‘their home areas. ‘These interests are largely concentrated in the 


fields 0 of ‘broadcasting and television, Me take account of this fact — 


eho: --RESTRTOTE D t 
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hore because of its effect on the Commission's freedom to emphasize 


the various parts of its total responsibility under the Communica- 
tions Act according to its own sense of their importance or 
priority. 

Some Congressmen regard the FCC as an "arm of Congross," and are 
anxious that the Commission maintain a hoal thy independence from 
presidential influence and control. | 


Hoover Commission Views. Tho Commission on Organization of the © 


Executive Branch of the Government (the Hoover Commission) pointed 


in 1949 to the ‘dilemma under which the FCG has long suffered: the 


FCC has been unable to deal effectively with the work=Load before 


it because it has not esemmbatea the broad policies to guide its 


decisions and thereby ‘expedite its handling of cases; it has been > 


“unable: to formulate those policies because of the pressure of current 
es business. - The Hoover eines also reported that the FCC has charac- 
 teristically faced its tastes. Soy dealing with problems as, they arise, 
~ rather than by eénsetous policy-making, planning, and programing | 


for the broad future of communications regulation and development. 


Other Vv Views. any have pointed to: the tremendous burdens placed 


a on . the Commisgion by requirements for hearings and other’ ¢ime=consuming 
o processes needed to furnish protection to the rights of claimants. 
"the FOC has been hampered in the discharge of its full regulatory . 

‘responsibilities by difficulties in getting Pande to make requisite 


inspections, special ‘studies, and analyses of pressing regulatory: - 
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problems, All these counsels have been urged as reasons why we 
should not recommond for Lhe Commission new responsibilities for 
critical policy-making tasks, dealing se frequency utilization 
both by Government and by non-Government agencies, and 1 treating of 
other comprehensive telecommunications issucs. 

We are also impressed by the fact that no Government agency 6s 
official with whom we have discussed this matter, including the 
Chairman and ihanbora: of the FCC, has recommended that we expand the | 
powers and staff of the FOC to deal with the policy-forming problems 
wo think must be met. 

Appraisals . The arguments involving dnegueive: work-Lead; mothod 

' of organization, and time-consuming administrativd practices are per= 


“guasive but not conclusive. The Commission has already taken steps 


to roorganize itsolf in line with tho Hoover group's recommendations, _ 


‘and expects to éoticietes this process by the end of 1951. 
7 The argument of excessive concentration on the problems of 
. domestic broadcasting and television is even more penuee ives We do 
not think that the Commission will ever be free from “the persistent 
 ehaeaunee which force it to devote the ‘majority of Commissioners" 


time and attention to thedé portions of the field. The solution of 


dividing the Commission into panels, already authorized by the Com 


2 munications hot, is ng a complete answer, as suggested by the 


Hoover Commission report.” Similar conclusions, were stated in 188. ma 
mange WS ae . bai > ia : wot : ‘ om ce 
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by a subcommittee of the Senate Committee on Interstate and Foreign 
, Commerce A/ Panel. consideration and decision is not Commission con= 
oe, - sideration and decision. To organize a regulatory commission. into 
ae “panels according to ssoutariacd types of ook de to divide what 
7 should be comprehensive attention to the interrelations of conmund.ca~ 
tons problems. | 7 
| The Gwe act important considerations against placing-new func- : 

Pee i. tions in FOC, and in our opinion the conclusive ones, are ee 

: First, the FCC in its capacity as representative of tho interests of 

“non-Fedoral Sotmandoations agencies, is in effoot_a users As suene 
to would never be accepted as an impartial arbiter by other Federal 
suserse Second it would be unwise and improper to give to the FCC ties: 


_>, power to make decisions which affoct the administration of exocutive- 


agencies, or which relate closely both to foreign relations and to 


“'A/s, Rept 49, Bist Cong., let Sess., Feb. 10, 1949, pps 2-3. | 
'_.. Despite the provisions of Sec, 5 of the Communications Act, the soa 
oo.) subcommittee thought "that adoption of the panel system without cere 
vot os enactment of legislation specifically dealing with the subject is. ee 
Poles" not contemplated by the existing law which contemplates that all. =~ 
Py Agios decisions must be made by the whole Commission." With respect to 
vovow Sok. the merits of panels, the subcommittee concluded that litigants had” 
vas +o. a pight to expect that decisions on matters affecting them vitally 
f° -ghould be made by the entire Commission authorized to decide such 
~~. | dssues,. However, "the Commission must find a mothod of speeding up : 
ot dts work and reducing the current backlog of cases, which we are 
|" 4nformed represents as much as 15 months! work." The subcommittee 
ek ve ade sonerete proposals to that end, and recommended reorganization - 
“ve 0 "+. of the FCC into the three functional divisions (broadcast, common 
“oy. .earrier, safety and spegial services) recommended by the Hoover ex- 
_. © -perts*‘and in process of adoption by FCG, . ~ 
i a ty. sep a ne bon Et ah - nO A 


a 
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national defense. these must be made by the President. 


* The Intordepartment 8 Radio io Advisory Comm ittes 2 ee 


The Interdepartment Radio Advisory Committee was ‘created in 


_ 1922 by letter to interested Federal agentes from the Secretary of 


Commerce y for the purpose of coordinating the uses ‘of the Prequongy: 


- spectrum by: the several Government agencles. Thus it antedates both: 
7 the Federal Communications Commission and its ppegeereca:? the Foderal 


-Radio Commission. These agencies ' were brought in on their creation, 


however, and TRAC has always been the nearest approach to an ine. 


elusive body in. which the needs of both Government and honvGayerakeny 


. agencies for. frequency spectrum space sould bea considered, 


TRAC, membership has always included those Federal agencies mos't 


og nterested ‘in the | use of radio conmunications. Eleven are now . 
 vopresented “the Department of Agriculture, the Department of the 

is vee ‘Force, ‘the Department. of ‘the ‘Arny, the Departmont of Commerce, one 
= " Podoral Communications Commission, the Depertacny of the pees ae 
oS the Department of Justice, the piers Intelligence Agency, the. Dew: 

: "partment of the Navy, the Department of State, and the Treasury Depart 


-. mont, The Federal Communications Commission acts as spokesman. for 


non-Government users (that is, all users not. within the Federal Govern= 


.. ment; state and tadal governments must come to the FOC for. frequency 
ue es 
; aasignnonte). Other Federal agencies are aedcent: or represented 


pice natters affecting them are before the Committee. f oe 


as IMG dea. anone of eats fee s ’ : e ae 
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As such, it has been severely limited in its capacities as 4 
policy-forming body. The practices and priorities it has beneawiad 
have always been rostrictad to those by which a group of users with 
equal rights could get along. | 
TRAG's most important task through the years has been to serve 
. as a technical forum in which users could agree on assignment of 
spectrum space to Fedoral olnimants, and in which Government users 
could inform the Federal Communications Commission of their comments 
on proposed Commission allocations and assignnents of frequencies toa 
a non-Government users, The Commission, as spokesman for the non= 
Government users, could also. comment on the effect of requested 
Pa ‘¢ assignments to Government users on present or future interests of 
other USCTS | | 
TRAG's decisions are inedvporated in a Station List which is not 
¢ available to the public. | This List pies all particulars required 2 
a civ, * Bor coordination necessary “to minimize radio interference. These 
oy partioulaks are are binding delinitations on the use of the assignments 
| TRAC recommends to the President lists of broad aaeéieniente of | 
frequencies _ Federal BREE encks are then promulgated in, Executive 
oe : ne Onieess These oncers have ‘recognized TRAC. ry reference, in giving 
ee power to male interin assignnents pending preparation of a new 
nes ‘Exdcutive Order, These orders were expected to be. aie once | 
every. two or three years; nothing is fixed about this periods 
ag fe a area we Rae : 
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However, tho latest order supsneed in 1944, and there is little 
prospect for a new ono in the near future. IRAC, or in effect 
tts sponsoring agencies, has given higher priority to othor tasks. 

: Problems of TRAC. Theoretically, since the IRAC "advises" the 
President on the use of his pover to assign frequencies to Government 
users under :the Connunications Act of 19345 an appeal can always be 

: ine to the President. Practically, such a case would come up only 
oie: if an agency felt that it was denied something so important that the 
- = apaney SAQUE SE. ait ‘appropriate’ to bring its request to the President's 
~ attention. As a group of users representing err agencics, TRAC 
a Ss has a de facto rule of unanimity in frequency assignment matters. In ae 
: practice, there have been only three or four cases in which an age 
-" grieved department did appeal to the President. Tho ‘first of these, 

| in 1928, demonstrated the difficulty of trying +o use an inter-dopart- 
‘ mental committee of coequal users for generating policy, and re- 
_ gulted ina working rule of first~come first-served, with assignments 

a 4 tebe made on & non-interference basis. Under formal TRAC’ procedures , 

. o ay 7 those to whom Seat e Dee One have been made may enjoy them until they | 

eee wish to give them Ups Practice again, however, is something different. - 

A Back of the rule of ‘nendnity. ene. absence of compulsion has lain a 

osuees process of bargaining and accommodation. Now users or old. 

Fapeneten: Looking for new assignments during the more recent years 


“of. frequency scarcity have, had to engage: in a highly skilled, technical 


- proceaa of searching for combinations of Sreaue nor time of ude, 


Seemed a! / )  BESTRICTED 
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25%e 
direction and area of propagation, and stability of receiving and 
sending equipment in ordor to fit new uses into the existing 


pattern of operations. 


Although there has been no compulsion by directive, all the users 


have been under strong suasion to find mutually agreeable solutions - ...~ 


. > ay F . 
in order to avoid having to seek decisions at’a higher but technically 
unqualified level, Furthermore, to the telecommunications specialist 


dt is fundamental that the alternative to agreement is chaos. 


— 


oer 


Hence arisés tho teshilleat reconnaissance and nog sotiating ‘process 


Which takes place between seeking agencies and possess sor agencies 


‘ whenever new assignments are sought. Requests usually come in tow | 
TRAC only after the agencies affected have come to some sort of private 


ney understanding. 


- We have beat ooo that TRAC never concerns itself with policy" ( 


ain that Government users are not ecaupnes to justify their requests’ | 


“for peeaueney sssignnents or their retention, _ TRAG has made .some 


veal contributions to policy--as for example ‘ite recommended prior- 


“Ables for allocating the spectrum to services which should ehderiie 


the United States. Government position at the AtLantie City .Telecommuni-= 


-tiona Confererice of 1947. Those priorities and ‘policies were not 


generated, ‘however, for TRAG te follow in dealing. with, its own ei tvie ey 


Tho! were valuable contributions of besnnieal specialists, intimately 


associated gies governmental, operations , to the formulation of an - 


oh i: oP ote! “ta yee 
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‘international agreement. 
The extent to Wick Govsuiesit Hateente aide Gustley their 
requests is important to an evaluation of IRAC's role. © The Key to: 
the matter is the nature of the groupe-a group of users, rathe? 
than an independont judging body. IRAC points to various criteria 


é 


which have been decided as relevant to the justification of fre- 
quencies in its doliberations Whatever the relevance of the cri- 
teria, no body of users acting as judge of its own requirements can 

_. taken an impartial wien of the, requests of its ianewe Security 

2 probate have complicated these issues, especially in time of war, 
| when the fact of valuo to national defense would often be allegod, 
“7 bub ne supporting date brought forth on which the claim could be 
evaluated. as oa m3 Ge a , “ 


In sum, we find that TRAC has done a good technical job of 


ee Sac igs aa ee Ook ite 
ae | tare F Bate ae wept a 


"frequency assignment through the years, within the inherent limita- } 
Ss Staons imposed on it by its constitution. It has taken advantage of 
F ee the incentives to technical achievement and agreement inherent. in . 


ee dbs peculiar situation, It should remain as a technical body in which 


; 1/ Bligible reasons include: specific legislative directives; 

- international commitments, such as treaty obligations; national 

_ defense requirements; internal security; protection of national 
-, -regources; essential mobile ‘communications; communications affect- 
-.ing safety. of life or property; research and experimental services; 

lind absence, inadequacy, or impracticability of establishment or 

use of other means of communication. See TRAC By-Laws, 1 January 
*1950, Article X, "Principles Governing the Assignment and Use of. 
ne: Radio Frequencies." ee ae aS 


foe 80. 1). BRSIRTORRD OL. 
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the day-to-day tasks of Government frequency assignment can be 
carried cub, It is obvious, howavor, that a different kind of 
agency is needed for the future to solve the problems that will 
ariso from congestion of the radio spectrum. 

The Teleconmunications Coordinating Conmitbes 
The Tolecommunications Coordinating Committee is an informal, 
voluntary group created in 1946 by exchange of Letters petween tho 


Secrotary of State and the heads of four other departments and. the 


Federal. Communications Commission, The purpose of this move was to 


create a& body to consider telecommuniecations policy questions, and 


thua to fill for the postwar poriod the gap left by the demise of 


- the Board of War Communications. The Committee is composod of one 


representative ‘each of the Departments of State, Treasury, Commerce y 


-and of the Federal Commun lenunens Commigaion, | and three from the 


1 


i Department of Defense “(one ‘each fron the Departments of ‘the Army, 
Navy, and Air Force), The Bareult of the Budget is represented by an 
_ obaervere SReprapontayeyes are designated by the heads of each: 


. agency; they. are supposed’ to be of the Under Secretary or Assistant: 


Seon aleny, level, for the non-military agencies’ and ae chief commun~ 


ee ications officers of tha armed services. Several ‘efforts have boen 


<s ae by member departments to set up the organization more firmly 


ae by’ Executive Order. This has never boen done, Subsequent to its 


| formation, other Popartneny have from time to time sought mombersney 


eae ee we ie -RESTRIOTED 
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' but have been excluded. by the Committee on the ground that membership 
is rostricted to those arenes having a Thigh policy" interest” in--— 
telocommunications. — Tho Committee, as a matter of practice, in= 
cludes in its meetings, and in the composition of any ad hoc working | 

“pounieeeen: representatives of any agencies having a special intorest 
in the work in hand, oye oe. 3 
~ kt. the outset it was Shisapite this committee could formulate 
on Ls SS séitaics and develop plans and programs which would promote the most 
effective use of wire and radio facilities, The FCO, however, 
me . pointed to its statutory responsibilities for policy formulation and . 
" advice to ee on such matters, and. stated that its participation 
. i in any group such as TCC could not relieve it of these obligations 
ele ; - or bind it in any a The State Department reiterated its initial 
Ce view that the TCC could work only by, unanimity, and that there must _ ese 
| te no intrusion on the statutory or other authorized responsibilities ~ : 
ie of any of the component agencies. TCG accordingly adopted a more 


-.. modest charter in which it was agreed by the members that its mission © 


ae 


: ot “was ; - a 2% : : 
"The coordination of policies of the various departments 

" es *~ and agencies of the United States Government relating to 

ot os “domestic and international communications matterSes.3 and | 

Sr  pdydse on problems of an international nature including pre= ~ 

 paration for international telecommunications conferences. 

~.° The Committee shall act in an advisory capacity only, but . 

may take final action when specifically authorized by. 
unanimous concurrence of ail Government agencies represented ' . 
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by the membership....In aeondenon -with the foregoing, 
the primary objective of this Se claa the formulation 
of a national communications policy." 


The TCG is served by a small part-time secretariat furnished by tho 
Department of State, Although it has no formally elaborated sree. 
ization, it doss set up ad hoc working groupe “ 
| blemp of TCG. From the evidence before us, and from dis=— 
. cussions with participants, it appears to us that. bis TCC, in ite 
present form, ‘is inadequate by itself to play ahs maior? role, in ‘the _ 
formulation of a natdonal telecommunications polley. 


TCC is bound by the rule of unanimity. TCC can act when tho 


Government departments are in agreoment, or can be brought into 


agreement by intragovernmontal persuasion and diplomacy. TCC can lay ~ 


_ - out the areas: oF agreement or aeeeerecteny on any.issue before it, 
3 but, gince its mentors represent agencies ‘with user interests, the 
|  Gomndttes cannot easily weigh and evaluate anti of disagreement, 
“es gepolve thon, and advise the heads of their agencies, and through 
hem the Prosident, of a national belecommunications policy. 


TCC is hampered by the difficulties, “ound in other technical | 


eins? 


fields as well, of translating technical differences of opinion 


or by Cabinet officers. po members hip has suffered the decline 
7 ae 

3/200 Document eee . : 
we a OT RESERIOTED. 7” 


ra 
Bara | . 
‘ 
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“Inevitably: 40 be expected when staff officers are unable to master 
” this thorny task of translation. Under Secretaries and Assistant 
Secretaries have been replaced at meetings by Directors of Offices; 
Directors of Offices have. been replaced by technical specialists, so 
TCC meetings are often conventions of IRAC representatives acting 
under different fanepustvona: This situation might have valuable 
_ advantages from the standpoint of continuity of problem consideration 
‘s and economy of personnel, if it were not ‘true that, ‘technical user- 
- - oriented Scraontial do not occupy positions which permit them é act 


as plenipotentiarios to make policy commitments on behalf of their 


| agencies. | #6 poe ee . ee ee 


a) . When the Government, after the passage of ehe National 1 Security. 


aes - het of ‘1947, ‘could have ‘roplaced the War and Navy Department rep- 
+” pesentatives either by a, single Department of Defense representative 


‘or by. representatives of the three service departments, the choice 


1 


. was for. the Latter, This meant in practice that TCC Is weighted a 
“Lost representatives of military interests and : functions, who | 
“besides are chiefs of the communications ‘services of the three_ 
= ldapartmentessthat is, users and Opsravors of specialized services 
rather than officials charged with agency-wide responsibilities. 
Tn jnoat inotanees, this would have been aalutary, since close 


eae. 
~relationships between najor operational responsibility and policy | 


7 roqponsibility | are Mentees The acre here arose from one fact 
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that mach of telecommunications policy formation. has to do with 


dividing scarce_ resources among military claimants, eee Federal 


: Government claimants, and non-Government claimants. Officials - 


"hodding extensive service agencies, with larger potential demands 


on their services than they.can expect ‘to meet, can “hardly, be 


_expected to take an impartial view of guch questions as the, national 


’ requirement for a share of the world's frequencies, or division of 


“the national share among all claimants. 


TOG has done good work of a preparatory character toward policy. 


formation. But TCC as presently constituted has found it difficult 


if not impossible to complete policy formation tasks. In ‘those cases 


~~. where unanimity does not prevail, TCC could nover do 80. However y © 


TCC, better organized and staffed, could do a far better job of 


- preparatory work so sub-Cabinet | level members might go farther than 


now toward papedution: of policy differences, and in any event make 


\ 


: = possible intelligent resolution of vonaining differences at the level 


fo” 


of the Cabinet or the Rreeteeneys | He believe that reorganization and 


oe of TCC: will make possible such ‘a. contributions 


oblem Re-Examine 


The oxisting . organization for frequency kadtgomane “to Govern- 


ment and to private users was set up at a time when~~outside of the 
aa 
“standard. broadeast band-~there was enough for all, and the proportion 


of spectrum space needed . for Governmont: purposes was small in ‘rola- 
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m, 


“ay 


. spectrum under established procedures and with consideration to private 


 * basis of full explanation BCOOrEINE to a 2 single set of standards and 


, aoaeeiky of frequencies in relation to demands. Some think there 4p. e a 
"no problem, and that the expected rate of technical. advance, continued 7% 
| good will among those competing for apace, ans the | elimination of 
: eos wasteful uses will meet the nation's requirements for the indefinite | 


x eibuee Others think the problen ia critical. Without passing 


- that. _presgure: of present, and Paure denanis is te) wean as to force : 


usable radio spectrum and was doing so before the Korean crisis, 


‘Although tho Federal agencies have acquired this large portion of the 
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Government frequency administration to the Exeoutive Branch, aga, 
proper extension of executive control ‘over the substantive functions 
of Government which its communications serve; -to loave seem 
to non-Government eee to the Federal Communications Commission as 
a proper extension of its regulatory functions; and to leave inter- 


relstions between the two to good sense and a will to get along. 


Government now occupies somothing under half of the presently 


interests’ as represented by the FCC as spokesman, these allocations 
were made by officials who could not woigh all demands for spectrum 


BPAace , Government and private, and judge them impartially on the 


a well-considered national policy. 


We have found conflicting evidence as to the seriousness of the 


h 
julament here as to the precise degree of ccarettyy we are convinced 


_ 
pee 


a | ae » RESTRICIE 
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the Government ultimately to consider telecommunications resources 


as a whole, and to apportion them as a whole to meet the most pres 


~ spocially-devised machinery has so far been’ able to provide that 
\. detailed position. . , : _ 


: £e onclusiong 


mt haul of Government machinery for formulating tele communications policy 
and. for administering certain tele communications abtivities in the 


ce national interests. 


_ control. of. the ade frequency spectrums. This dual control arises 
me largely from the fact. that the regulation of private telecommunica- 


| - 
tions is a function of Congress exercised through the FCC, while the: 
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ing requirements of the whole nation. 
| As for telecommunications policy formation, recent experience 
has demonstrated that the available machinery works only in the case 
of unanimity, and thet the event of unanimity has become ineressingly 


rare. Although there was unanimous acceptance of the Atlantic City 


Convention, unanimity.disappeared when attempts were made to translate - 


‘accepted policy. into practice, The United States thus was unable to 


devise a reasonable position for implementing an agreement it had 


7 initiated and urged on other nations. -. Neither. the TCC nor anys Fae 


le Fundamental changes in telecommunications require the over- 


"Re The Communicators Act of 1934 established a system of dual 


oes of Government telecommunications is primarily a oor 


of the Exooutive, For example, the assignment, of frequencies to mili 


‘ 
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a tary services is an exercise of the President's powers as Comman- 


- der-in-Chief - of the Armed Forcese 


36 The Federal Communications Conmission, though needing 
“further strengthening , should continue as the agency for regulation . 
and control of private users. : | ie 3 wee 
| 4e The President has exercised his power to ‘assign Proquencies 
* through the Interdepartnent Radio Advisory Committee, made up of 
representatives of the using Government agencies, While this Com- 


Mee mittee should continue as a forum to arrange ‘the use of the apecram 


ou 1 : 


Pe eee: : _in such a way as to avoid interference it is not. ah adequate means 
“for aeepang. in order the large: ‘portion of the spectrum occupied by 
! Gavernnent agencies » 


ee 5, . The Toleconmunications Coordinating Committee has served a 


pent Augotion and should continue as a ‘nechanism for interdepart=. ae 
~ mental ddscussion of seis commbtaata one etenes | | 
re _ ' 6, The ‘whole Governrent telecommunications structure is an. 
rs we uncoordinated one and will be even less adequate . in the future than 

: dt has been in the past ‘to noot the ever growing complexities of 
-tolecommnications + A new agency is needed to give coherence to the 
tee ae . % ue 


7, There is seed for a better determination of the division ws 


4 
in the national interest of frequency space between Governnent and 


: Ben corcsnaent users Ro achieve that end, close cooperation betwoen 
“the Federal. Communications Commission and ote proposed 1 new ) agency 


ALL be necessary. ; : 
eAppravet For Release soz. ignores -00499R000700100001-8 
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assistance in the formulation of policies and positions’ for inter- 


“half of the President his powers in the telecommunications field-- 


. in the main, those powers arising from Sections 305 and 606 of the 


-.; for BeAeEANERS of frequencies to Federal Government users, and for. 


~ the exercise ‘of the Prosident's emergency and war powers over the 


be available to Gischarge any other tasks the President might oy 


. upon it. 


preferable, we “yecognize” the possibility of appointing one man, & 


- “‘Telecommunications Advisgr, to exercise the functions of the proposed 


Cie a 4, ee aoe 


mending broad national policies in this field, and giving advice and 
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Tho Solution Recommended 

The urgency of the need for remedial steps in telecomnunica- 
tions organization calls for prompt action. 

We recommend the immediate establishment in tha eeautine Of- 
fice of tho President of a threo~man Telecommunications Advisory i 
Board served by a small, highly qualified staff, to advise and assist 
the President in the discharge of his responsibilities in the tele- 


‘communications field, Its task would include formulating and recom= 


national teleconmunications” negotiations. 


The Telecommunications Advisory ‘Board should svdtas on be~ 
‘Communications Act of 1934. Thus the Board would be responsible 


“radio and wire “communications, of the counbey s This agency ‘would. also 


While we believe that a three-man board, as suggested above is 


An i RE EE ARN NOIR ST tn 
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We believe that an immediate task of tho new agency would be , : 
to assure that the Federal Government's use of radio frequencies is 


i in as good and economical order as possible and to further the most 


rational use of the entire spectrum. 


Sem Hemp em eet 


Another closely related and Macortent function of the new - 


Board will be to establish and maintain effective vorking relation- 
ships with the Federal Communications Commission for the informal 
solution of those joint questions of frequency allocation which 
will inevitably come up cues our system of dual control over the 
spectrum, The vast growth in public demand for television has made. 
acute the problems of deciding how to allocate space in the higher < 
: frequency bands as between Government and non-Government users, The 
: claims ee a milti~billion-doller industry with a tremendous potential 
. “‘{mpact on “the ‘daily. life of every citizen must be put over against 
vital needs of Government agencies: for services necessary to the se- 
| * > curity and welfare of the entire nation. If this cannot be done 
te promptly and wisely by joint action of the FCC and the new Board, 
/ it may be necessary to seek a change in the Communications Act so as 
to set. up a single authority where such decisions can be MAGE » 


We recommend that the Telecommnications Coordinating: Committee 


PU ETTORIET Pe SER reT SpE PTS TERN! ——— 
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ae should bo left much as it now is, so far as its legal basis and scope 
am 
of activities are concerned. Ve see no partacular nerit in formelia~ 
ing it by Executive Order; ta do so might ‘unduly institutionalize 


: Pe: ne vhat should be a flexible, informed interdopartmental committee come 


posed of representatives of thosé Federal departments and agencies 
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to telecommunications. The chairmanship of the TCC should be held 
by someone primarily interested in telecommunications, We suggost 
he should be a member of the proposed Board, 

We recommend that the Interdepartmont Radio Advisory Committee 
should also continue much as it now does as a seedtenined agency to 
perform the detailed work of assigning frequencies to Federal Govern- 

‘ mont users, but under policies promulgated by the Telecommunications 
Advisory Board, IRAC rocommendations for frequency assignments 
should be made to the Telecommunications Advisory Boars for authenti- 
a - a vO | ‘cation. x ee 
2 | We ‘recommend that no changes be made at this time in the powers 
weg! * Be and duties of the Federal Communications Commission, The FCC should 
continue to regulate telacommunications common carriers and to control — 
. . : 4 Joe the use of the radio spectrum by non-Government agencies according 


_to the standards “of public convenience, interest, and necessity 


pees ace in the Conmundeations Act,. .The Commission should continue 
“to afford. to interested or agerieved persons “full opportunity for 
"public terns and other safeguards of due process of Lame The 
_ Commission" 8s prosent efforts to reorganize itself as recommended 
_ by the ioover Commission should be pressed, in order that it may 
ay quickly increase its capacity to help in Government=wide formula~ 
ae : 28 tion pF teleconmunications policy. | } 
oe We as, however, think ‘that the FCC should have more’ funds and 
. 7 stronger | staff to REE up with engineering and economic develop~ 
© | 2 ments affecting tho comercial teleconmunications carriers of the 


Se EOF Release 2002/01/04 : CIA- RDP84- 00499R000700100001-8 
; TR g E. 


~~ 


opener eerrpeengeceranpenmnenre: Pomernennemneemt 


a 


country « We foresee the possibility of quickor and more radical 
change in these fields; we think the Commission should be in a 
position to take necessary action without delays caused by the need 
to set special appropriations, recruit special staff, and Saniuee 
special studies before sound. decisions can be made. 
: We recommend the creation of this Telesommunications Advisory 
- Board after an exhaustive. review of alternative solutions. We be- 
Lieve that a board acting to advise ‘tho. President has the best 
opportunity within the philosophy of our Government operation to 
set our comtiunications house in order. 
he ioe ~ We call attention to the one alternative most erequencly sug- 
pested=-that is, the orsation by Congress of a board having complete 


Rh ae es power to. assign frequencies both to Government: and to as USCTS » 


The creation ' of such. a board would mean & ‘eudaental change, in the 


~prosont Communications Act. It would aEvOnye) we believe, serious 
7 conflicts with the propor exercise of tho executive function of the 
Government, - We mention it ont as a possible ‘last resort in the 
management of our communications TOBOUTCES « We hope that the solu- 


~ tion proposed here can obviate the necessity of such Sa ae 


. od change in our communications policy. 
The Telecom mnunications Advisory Bcarde=(uald fications and 
orn 


Emoluments=-High caliber of membership is the most important single 
factor which will determine the success or failure of tho proposed 
i, 
“Board. The Board’ should combine sound engineering | knowledge with 
a ae 2002101 /RESRBICRER>84-o0499R000706100001-8 
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experience and skill in governmental affairs, The business of the 
Board will not be confined to technical questions. of electronics and 
engineering; its jcawiene of Govamned: policy and operation branch 
out into many fields of public policy, It is therefore important 
se tak that the members of the Board should be men of broad vision, Bote i 


to resolve complex telecommunications: issues with ‘Que sivndion to 


probable impact on related fields. 


Salaries of Board members should be sufficient - autres: mon 
tee ol of high qualifications. . , 
a The, Telecommnications Advisory Board=-Detailed Functions and 
ce . Bowerg--The Telecommunications pay seOry: Board should -be established 
-" preferably by Executive Order. This agency ‘should , 
ee he: Act for the , President in carrying out his’ responsibilities 
eas _arieing from Pe at ays | Pai oi Fe Bias 
a Ces ..(1) sueticd 305° of the Communications Act of 994, as | 
a ‘ iewicd (Assignment of. Prequencsee by the: President . to 
ae ae ee Government stations or classes of stations. ) 


(2) Section 606 of the Communications Act of 1934, ° as 


: _amended. (Emergency and war powers over ‘telecommunications 


--comimon carriers, and protection for telecommunications activ= | 

— “dties) | | + 

ae one The TeLecommunications Advisory Board should carry on 
-suich apse functions as are necessary to the atop tee of 


& 
‘ ite duties under this Order. 
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B,. Stimulate and correlate the formulation and publication of 
plans and policies by appropriate existing agencies to insure: 
| | (1) Maximum contribution of telecommunionticns to the 
national interest. : | 
Ke (2) Maximum effectiveness of U. S. participation in 
international negotiations. | 
C. Recommend to the President and advise him on eabuoued: 
legislation in the telecommunications field. 
D, As preliminary ‘and preparatory steps in the eee of 


‘the duties specified above: Pee es 
Bes * (1) Approve and promulgate subtnsctne stanaesde for” 
ees ee . Brtocat pee and assignments to Government USeTS » | 
ae ea, _ (2) Provide for adequate initial justification and | 
| “periodic rejusti fication and reassignment of frequencies... _ 
oe bo assigned to Government users. 


ie <0) Maintain such records of U. S, frequency assign~ 


’ monts as it deens necessarye. 


_ for monitoring and check to detdinitine. compllaaoe with con- 


"ditions attached: to frequency assignments, and for other 


: Purpaseee 
| -e 
: a (5) Keep. abreast of research programs in those aspects 
| of the teleconmunications field which bear on radio propa~ 


RESIN, he 
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gation and ieauehes utilization, and stimulate and support 
research where most needed in these areas by governmental 
and private agencies. 

.(6) Stimulate and sponsor anh studies pertinent to the 
~ broad objectives of the board as are necessary to keep the 
President informed of the health ae the telecommunicati ons 
industry and the effects upon it of Federal ‘telecommunica- 
<= tions policies and procedures, 
F, Cooperate with the Federal Communications Commission for 


the purpose of arriving at an equitable distribution of frequency ~ 


} 


_..Space between. Government and non-Government users, = 


 @. Establish and maintain liaison as required with departments 


and agencies of the Federal Government. 


H.. Create aay bodies, or utilize tha assistance of 


existing advisory groups, as required in the discharge et its duties 


cana. responsibilities. 


othe ae on 


. Ty Cae on such Shes duties and responsibilities as may be 


“directed by the President ‘from time to time. 


he cess to Informatio All departments and agencies of the 


2s - Government, including the military services and the Central Intelli- 


genes Agency, should be authorized and directed to furnish to the 


% 
SEency. TBE VEN em information it requires to make a full determing tion 


of the ‘questions DEECES: it. _ Pica Te eee: 


nae _’ RESTRICTED 


~ fense. and security, Under the growing use of international tele- - 
“space 4n a most important medium for disseminating such information 


Radio frequencies are vital to the development of aviation. Radio 


“frequencies are playing a larger ad ‘than ever before in doneatie 


f ments , ‘problems of priorities of claims on the epoereum are keener 
“than ever before within the Federal Government itself. A continuing 


au agency, with real power to assign and review assignments of fre- 


erat te ‘ 


aniuid! : \ i 
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The Board must always be in a position to recelve and consider 
thd most highly classified matter submitted by military or other 
Government agencies in justification of their proposals. Only thus 
can it hope to make sceensnis judgments based on complete facts. 
Obviously, the Board must be in a position to protect such confidences, 

Discussion of Functions and Relations to Other Age Sievenoute the 

“new Board acts for the President in carrying out his responsibilities 
arising from Sections 305 and 606 of the Roniintaations Act, it will 
have real power, In our view, both of these functions ar continuing - 
functions involving the gauss of substantial governmental power, 
They are the heart of thie mission of the new agency. | 

“Section 305 gives the President power to. assign radio frequencies 
to Federal Government users. This is a power vital to national de- 


- ¢ 


saunateaeiond for international information, the power to assign 


igs increasingly vital to peace, security, welfare, and prosperity. 


_ security and law-enforcement measures, Because of these develop~ 


x 


a — 


quencies to.Goverhment users, is needed to set Government policies 


Pa ove : < ; . ; E . “ : 
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‘and to supervise the work of IRAC in carrying fheti Oute 

In World War_II, Governmont powors for taling private eats 
cations resources for public purposes in time of emergency and war 
wore exercised by an ad hoc agency. This solution is a wise one 
for periods in which world wars and dnternational crises are for 


apart. It is hardly prudent in a period of constantly recurring 


, crises with the ever present possibility of world conflagration. 


We are now in a period of national emergency, which may become even 


more serious, Plans should be made promptly to see that the nation's 


communications resources are put to their best usc to meet any emer~ 


gency in an orderly ways These plans must consider the net benefit — 


- to the nation of leaving communications wholly or partly in private 


hands « During emergency or ues there should be constant attention 
to the ‘best donibh net ioe: of governmental and non-governmental opera= | 
"blon of the nation's telecommunications. 

Necdless to say, the exercise of the President's power under 


Section 606 calls for advance planning. ‘Obviously no board or ein=" 


; "gle person, assisted by a small staff, can ee, this job alone. 


“aerate existing agencies are charged with related responsibilities 


and it will be necessary for the new agency to enlist their coopera- 


tion. vine Department of Defense and its components , the Department 


% 


of State ; and the FCG must be called on; there must also be close 


ee ares with such agencies as the National Security Resources Board 


a the Defense Mobilization Adninistration, Tho. now agency may 


: 5 OE phen cote DL 
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have to avail itself promptly of its recommended power to set up 
advisory or other working groups to cope with its responsibilitics 
under Section 606, | 
The role of the new Board in stimulating and correlating the 
formulation and publication of plans and policies by existing agen- 
cies 4s of great importance, Our own work has been hampered by the 
lack of comprehensive, correlated, and readily available statements 
of telecommunications policy. We have encountered examples of the 
failure of existing policy naanineny cee meet the requirements of inter- 
Ce" national negotiations or of other Government action, 
Yet the answer to this lack is not to creato an agency spec= 
“dalized to deal with telecommunications policy formulation. Tele- 
"communications policy must be integrated with policics and programs 
’ for the full range of Government and niatLodel activities. If it is 
elaborated in isolation, it is almost sure to be incomprehensive or 
2 | Eg: faulty, and will require reconsideration by other agencies in order 
a be correlated with other policies and programs. 
| Rg a a. am - Our solution Loaves the main responsibility for the elaboration 
Ok telecommunications poliey with existing Government_agencies which 
ajnendy. must relate telecommunications to other functions for which 
they are responsible. The new agency will provide a point for stin- 
ads aii doseaiaiion which we do not think hes been satisfactorily 
provided in the past by the Telecommunications ‘Coordinating Committee. 
on RESTRICTED 
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. geveral highly qualified engineers ‘on its Beart who will work with | 
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Since the new Board is also given responsibility for weighty func- 
tions in the telecommunications field, we prevent a divorce of policy 
formulation from spexeting responsibility. - 

| Our solution implies the following eorollend: Bxisting Govern- 


ment departments and agencies which participate in this policy-formu- 


_ lating process must markedly strengthen their units for carrying out — 


policy formulation in the telecommunications field, and in adjusting 


telecommunications policy to related policy. 


The Tertecoumunteleoo Advisory Board has been peenenet to 


facilitate formulation of policy helpful in international nogotiation, 

ee If it is to function effectively for this purpose, it is imporative — 
| that the Department of State shall havo a strong telecommunica- 

| aioe: state and our plan is predicated on the.assumption that such 


“a staff will bo maintained ‘and available. | 


In approving and promulgating engineering standards for allo~ 


o> gations and assignments to Government users, the agency should 
direct. major attention to BepUsne up standards which will make it 


. possible for. the Governne nt to meet its telecommunications needs 


with a minimum use of spectrum space. The new agency should have 


\ 


engineers already employer by other Government agoncies, Lea Ais ; 


4 
end that operating oquipnont and practices be as etetient and . 


i economical as possible. ae / 


Coa 


i 


“RE SIRI ooED 
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It is highly important to concentrate upon adequate standards 


of frequency assignments, and sound circuit engineering which relates 


the load to the band width and number of frequencies necessary to 


do. the work, if maximum use of the spectrum ig to be achieved under - 


= standards of minimum harmful interference. 


Our daswoation that the agency should ovine for. ‘gaaquate. - 


' initial justification and review of frequency assignments to Govern 
_ ment. agencies is des igned to correct a basic fault in the present 


a situation: eobectien to first-comors irrespective of the relative — 


ised of conflicting claimants later on, which results in prematurxe 


requesta for frequencies. While many factors in the presont situa- 


tion temper the potential evils of our present system of assignment | 


eee to Government users, we are not convinced that the present system 


can yield as good results as the country should have. All Federal - 


- requests for frequencios should go to IRAC in the first instance, 
pe MnET they should be screened for conformity to saeient policies Slee 
aaa for potential interference, Where IRAC cannot - act, ‘conflicts 7 
~ ghould be eeveded to the new agency.. One of the most difficult | 
. . problems under this system will be to prevent IRAC from failing to . 


oo settle anything and referring every problem to. higher authority. 


: This: calls for firm. leadership. 


*, ee 
We bave suggested. the new Board. naintein such mecerde of U. S. 


” RESTRIGTED 
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| very ‘encouragement should be given to TRAC. to. coe a pee itself, 
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frequency assignments as it doems necessary. IRAC now keeps 


™ 


reasonably complete records of Federal assignments; the FCC, of 
non-Federal ones. However, there is no one central place where 


a complete list now exists, While the new agency should not main= 


- ‘tain more in the way of records than it needs for its own purposes, 


it should take strong steps to seo to it that somewhere in tho 


Government a’ comprehensive and current record of” Ue “8; assignments ~ 
is maintained. The FCC is the most logical place for this, If lack 
of funds or. staff block achievement of this purpose, Congress should 
ee it, ~ —— 


We wish strongly to stress the need for more intensive and comé 


“ prehonsive research on problems of radio propagation and frequency 


utilization, In the recent past, critical decisions about use of 


- the spectrum, including geographical, and ‘frequency separation of. 


' stations, have had. to be made. in the absence of. sufficient scientific 


data. 


re ee 


The Board should not itself engage in research; indeed there is 


no necessity for it to contemplate such a role, The nowly established 


_ National Science Foundation, whose principal concern will be the 


fostering of basic research, provides ‘one avenue for the Board's 


support of projects. in this fiold. Tho Research and Development Board 
Pe the Department of Doefongse, morcover, is ina position to deal with 


problems closely rolated to tolecommunications,. Lote 


RESTRICTED 
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a ‘overage of research on pressing problons by suggesting es 


phases of its mission, 
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At the beginning, ‘the. agency should try to amphoyes the 


men. 


‘projects to. agencioa already equipped to conduct thet Such 
projects should inelude research on propagation in particular sets 


of conditions, and for particular bands of tho radio spectrum,.--The 


board should be represented in the Executive Council of the Central 


~ Radio Propagation Laboratory, If stimulation in the form of funds 


is necte?) the agency .should encourage an existing Government de= 


“partment to seek such funds and to allocate them or expand them 


_ as executive agent for the particular research envisaged. 


If the Board is properly to advise the Progident, it should 


. ‘also conduct and stimulate other studies pertinent to the yaeibus. 


“map 


. There ig also a continuing task of considering basie Governnent ee 
. policies for the handling of the Government's business with aes 
"owned communications companios. ‘This: ‘is not a regulatory matter 


appropriate for the FCC, although 1b has important implications . ate 


for rogulatory decisions, Government traffic | ig proportionately — 

Bo largo a part--and promises to become an even darger part--of 
private communications business that its terms and conditions can : 
7 parece the health, the. Scope, and the serviceability of private 


7 communications companies. ‘This task involves questions of Govern 


{ 


po sees economy, of eteror eles and promptness of telecommnications 


- sorvioa, of ‘the Anpact, of future teleconmunications capabilities ocr 


vee = a a oe ps FBSTRIQTMED te 
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defense and for economic progross; it is diuie a continue qubeeion:: 
papecpelske for the new Board. 
- The General Services Administration deals on a dees 
basis with those questions of teloconmunications management. It is 
~ our Gpinton that GSA should turn to the Telecommunications Advisory 
Board “in -the first instance for the dotermination of those issues 
- of high policy relevant to the aerate: of GSA's teleconmundoations 
management responsibilitios. 
oe Inherent in our concept of the Board and its duties is the 
“gonvietion that the Government has a rosponsibility to preserve the 


present fred enterprise status of the telocommunications industry. 


: The Board should be authorized to create if necessary, and to 
> ytilige such. existing panels, advisory groups, working committees, 


Te 2 Er and ad hoo working parties as are required to carry out its respon= 


/ sibilities. Tt should usa, where penpebies the personnel and 

“services of existing’ Ge Per enente and agencies of the Fedoral Govern- 

ent, and of state and local. govorments ¢ on @ Seibarenite 2° other cose 

“mutually agreoable baais,:: _ 
fae — -Only thug can the Board take full advantage of existing rosources 


in knowledge, skills, and “people, and itself remain a small onganiza-_ 
“tion, : ; hs , . es - . - 
Mes ay, 


“While tho agency should be amall, wo eeseenias that it may 


t 
ON fe POONER TREE A, FIONA ARCA MIT: MRP RE ETE MENTE YP NET OTE OT AE Ta TTY TE 


ra have to take on cortain ‘operating functions necessary to the full 
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@ — cy ie : ne ee mestpigm me 


__ Approved For Release 2002/01/04 : CIA-RDP84-00499R000700100001-8 


SO ROT RPE EPRERME ES HT TE 


ponsibilities of existing Government agencies, We do not wish to 


_. tory agency, the Commission bears major responsibility for assuring 
- to-private pergons full consideration of their rights, interosts, 


and claims in tolecommunications matters, The courts see to it that 
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completion of its major missions. We recommend it be flexibly 
constructed so it can do so if necessary. | 


It should be clear from the goregoing that it is our intention 


that the now Board should not supplant or encroach upon ‘the rés-" 


lessen the normal resporisibilities of the Department of State in 
the field of foreign affairs; wo wish to facilitate the formulation 
of national telecommunications policies on which policies and 


positions for telecommni¢ations tiegotidtions can be basedy and 


thus to fill a gap which the Department has had increasing difficulty 


in closing, 


2 


<< = = om oe oe 


Federal Communications Commisgion.--Our desire is to make the 


taskasof the Federal Communications Commission more manageable and 


to take full advantage of its resources. As an independent regula- 


this is done, Nothing we propose will infringe on the Commission's 
powers to ‘assure such procedural protection, The Commission should 
remain in this role. Because of the burden thus placed on tho Com- 


mission, especially the. Commissionors themselves, wo have thought it | 
| : RESTRICTED 
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raid 


prudent to dippicnens the Governnont!s machinery for are tyne at 
comprehonsive tolecommunications policy, 
It is neither wacnourints nor desinanis to try to put the FCC 
in a position to tell executive agencies what’ are the most important 
uses of the radio spectrum. Nor would it be proper for executive 
agencies to decide for the Commission how to carry out its regulatory 
ee policy responsibilities under tho law. We know of no neat 
solution to ae govornmontal dilemma. Wo see no reason to reore 
o ganizo the regulation of privately owned communications carricrs, 
placing it under the Progidont. The good sense and accommodation 
_ which havo maricod logislative-excoutive, relations in this field in 


“the past can he expected to continue. 


if the now Board is to work harmoniously with the Telecommmnica= 
" tdons Coordinating Committeo and the Interdopartnent Radio Advisory | 
© Committee, these latter organizations need to be strengthened. ‘The 


particular changes” ‘required dessa laotasel in the paragraphs thet 


* follow. 
Lhe Tolecommunica tions Coordinating Committee.~-The Toleconmani= 
cations Coordinating ‘Conmittae should: oni out for itself clarified 


+, Horms of reference;.it should also be authorized to establish 


necessary subcommittees and special working -groups, and bo equipped 


“ 


_ with an adequate secretariat. 


| a - RESTRICTED “, 
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This Committee should remain an advisory and coordinating 
body, It should be a forum in which Government agencies possessing 
t 
substantial responsibilities or interests in the telecommunications 
field can meet in an attempt to work out a coordinated policy in 


telecommunications matters arising out of those responsibilities. 


Cyrene: metas pe coor te 


In case cf agreement, each agency affected can take administrative 
action within its own established powers to put agreed decisions. 


into effect. In case of disagreement, the matter involved can be 


ee ee ee ey 


promptly referred to. the now board for consideration of the reasons 
“for disagreement and for evaluation of the probable consequences © 
* for the nation of colton luis einen tive soneece of action. Thus 
in effect the Committee would be a. means for taking the first 
important steps toward the formulation of a comprehensive telecom= 
munications policy; it would uncover areas of agreement and disagree- 
f Bee ment, permit action in.case of the former, and point up policy 
--choices in case of the latter. The rule of unanimity would no 
* longer block action, since participating agencies could always act 
. iy cepentine their differences, | . | 
| It 48 recommended ‘that the level .of membership be determinod - 
: “through the appointments by tne heads of those agencies. to be 
oumaaenten Gs TOC. The present membership is supposed to be of 


tile Under or Assistant Secrotary level, but it is well known thet 


SETAE REN TNO TEN I ET I LE I EEE Ee ET TEE TE EET 


. ‘these officials rarely attend. One reason for this is the fact. 


Pi se ae | RESTRICTED 


So: 


" Approved For Release 2002/01/04 : CIA-RDP84-00499R000700100001-8 


ee 


- oy 


, industry representatives with its subcommittees as ‘observers. The 


~ -tetgonshipes Other Government departments epoute: continue or ‘in- 


merit 
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that rarely if ever have problems been well enough i depened sO 
persons of this level can deal with them Susedie lousy: Technical 
“issues have not been vai anouat translated: into policy choicese 
3 TCC has failed as & top policy organization because of its lack of 
substructures 
-Level of membership should be left flexible, and agency repres< 
-entatives should be as high as necessary to deal with the particular 
: policy issues under’ consideration, The Committee necaace competent. 
and energetic full-time Executive Secretary as well as the power to 
create whatever working committees it requires to deal with special 
” fields. or non-recurring problems, With such resources, the Committee — 
© ghould- be able to solve many interagency problems at the working © 
level, an and to resérve for higher officials the consideration of 
* prey sieves which could not or should nob be resolved by specialists. 


The Tec shauid consider carefully the ‘merits of associating | 


ae Coordinating Committee has done so with marked benofits. The 
| Telecommunications Policy Staff in the Department of State should 
~~ gontinue to call on industry advisers to help in preparation of | 
: positions for international conferences, The Federal: Communications * 


Commission. should continue to carry the main load of industry re~ 


crease Shoes CES OR NEY where appropriate, to vase their particular 


| Planping. ar and “operating responsibilities on ‘sound industry aS eae 


SP ate aS ee "RESTRICTED 
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+» “péTieios promalgated by the new agency. Frequency assignment 


- sand IRAC should keep the Board informed as to interim assignmonta. 


- Approved For Release 2002/01/04 : CIA-RDP84-00499R000700100001-8 


- TCC is to do this job completely, it must include within its membor- 
~“ghip or afford rights of. representation to all Federal agencies with 


substantial intorosts in tolecommunications, 

_ working body to assign frequencies to Government users under 

\ priorities, have been genorated in IRAC by the stream of day-to-day 
decisions. Wo think that this process should be replaced by con- 


" geious policy consideration at the appropriate policy level, 


-Order should be transmitted to the new telecommmications Board, 


‘justifications of agoncy requosts to retain assignments already made, 


| Those tasks aro considerably larger than those IRAC now carries; he 
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relationships, . 
As suggested above, tho top responsibility for systomatizing 

and recommending Federal Government frequency assignment policies. 

should reat with the new board; the Tolocomminications Coordinating 


Committee should serve as tho forum in which spokesmen for Govern- 


ment agencies meet to lay out the existing pattorn of views. If 


e 
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Tho Interdepartment Radio Advisory Committe .-=The Interdopart= —_ 


ment Radio Advisory Committee should be continued as a specializéd’ 


IRAC recommendations for assignments of frequencies by Executive 


IRAC should take on the new task of periodic reviow of assignments © ~~~ 


to Government agencies, and ghould hear in the first instance 
5 ; 


og sea ee 
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representatives of agencios composing IRAC may have to dovote most 
or all of their time to IRAC businoss., The now agency should spot» 
check TRAC assignments to detormine compliance with presidential 
policy, IRAG should be kopt flexible to participate a technical 
advisor to tho-various Govornment agencies in the formulation of 
. Gorekunant tolecommunications policies and positions, 
IRAC!s membership should includo as a matter of course every 


. ‘Federal agency which is.a substantial user and oporator of radio | 


communications. 
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eS CHAPTER VI 


TOWARD A-NATIONAL POLICY 


In our study of existing telecommunications policy, we find 
little to go on. “xtant policy is meager, ond varies from self+ 


evident generalities about very broad iasues to filigreed treatment. ...~. 


of highly specialized detail. The policy statements in this Chapter. 
have boon agsombied by the Board in the course of its work, They 


aneclude: 


-(1) statements of published policy drawn from treaties, laws, 
and expressions by committees or other groups dealing with tele- 
communications, which are enclosed in quotation marks; 

(2) statements of commonly accepted policy, not hitherto 

| formally expressed, which are indicated by underscoring; and 

(3) statements of newly formulated suggested policy, which 

are presented in roman type without seeosal: indication. 

We have arranged this material in a logical order to produce 
san integrated statement of. general seitcy and specific policy actions. — 
“As far as possible, the Chapter has boon circulated informally to 
(ai intertated organizations in the United States for ‘comments and sags, 
: a gestions, many of which have led to improvonents. 

; The time gveciabis to the Board did not allow us to obtain 
.. Jadgments and observations on all phases of tho subject; nor could 


we pursue the ramifications of telecommunications policy into re- 


lated policy for other fields, Hence this compilation is not con- 


sidered as conclusive or binding, nor in itself sufficient for guidance — 


Approved | For Release 200210 1ESELASEP 4 00499R000700100001-8. 


~ 


pce magne A tH AIR Ne ra a MERRIER I AG teh imetrmnansinnnce NS EET 


Ie ART ERNE A pte, cere man nage tenement ante 


Approved For Release 2002/01/04 : CIA-RDP84-00499R000700100001-8 


29... 
in telecommunication activitios, | Rather, it is regarded as a 
7 | gtarting point fron whieh national Psi ecomuaniaetione celles can 
be further developed, 
The concept is not.now; it hag proved. ‘its value to the estab- 
", Lighment of sebictonk national procedures -in comparable: fields. 
“> Foy example, "A Statement of: Certain Policies of the Executive 
= edagh of the Government’ in hs General Field of Aviation," pre- 
* pared for the President by the Air Coordinating Committee in 1947) 
ag a valuable document sotting forth polictos easential to the | 
Pa a) tt advancenent of United Statos aviation. | 
| : | In the preparation of this effort at a kindred statement rogard- 
ang United States teloconmmications, their relationship to the 


wea” national defense and security and to the national welfare and pros- __ 


i 
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eee “ole perky has beon taken into account, Telecommunications are here 


** eongddered to relate to national defense as part of the resources 


ane mS : Me 
which the nation uses ‘in combating hostile armed forces; to national 


os 


, Cae security as part of the organized effort to maintain the national 
+ strength and to safeguard the nation against harmful influencos, 
es, internal or external; to. national welfare as they are used for the . 


ae . growth of national enlightenment and health; and to national. pros- 


yperdty as they aid in tho growth of trade, in the production effort 


| a of the nation, and in the rosultant enhancement of the nation's in- 
_.- fluence in-world affairs. These relationships, taken as a whole, 


os “comprise the national interest, 
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PASE 
I, Genoral Telecommunications Policy 


Ae «© Public Communications--Purposg 
Boa aa There shall be “available, so far as posaiblo, to all the 


' people of the United States a rapid, efficient, nationwide and 


pee 


worldwide wire sid radip communication servico with 1 adequate facils- 


ean 


CE PNR NOTIN OET NRTAE YET oN TM itramnome ascents ciinanurminepsuttmipemernannsiatents 


ties at reasonable charges. .. ." 
B. . Public Commiunications--Policy 
ae = 1, Tho radio frequency spectrum is a world resource in the 
“= public domain, Our Government mist adopt policies and measures to 
"inguro thet this resource ia used in the bost intoroate of the nation, 
ae with due rogard to tho needa and rights of other nations. 
! oe ee Be The: ‘United States, almost alone among the nations of the , 
ma world, relies on privately owned tolecommnications companies to 
play the principal part in the country's Yeloconmnteations syston, 
% It should continue to be the policy of the United States Boveranons 
ae to eaobutase and promote the health of the pales owned companies 
ok ag a vitel national asset. * | 7 . 


os eo os - The United States telecommunications system is essential 


- . to the national security, to Antornational seen and: to the 


: ‘business, social, “educational, an, political life ‘of the eaunnow: 


‘Hence Government must remain alert to the problems of this systems 


- and be prepared to support measures necossary to insure the con- 


/ ‘tinued atrongth of the telecommunications system as a whole, 


So pe ees |  pagertomep, 
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293. | 

C. National Defense : " 
in time of war_or national, emergency, ag proclaimed by_ the | 
Progttiont, the Government of the United States shall have avail- | 
. f 


able to it the total telocommunications resources of the nation 

for utilization with due repard to the extent of the war or omor-~ 
pency and to the continuing operation of services considered tobe 
ogsential or desirable for the gevfone:ard interest of the United 
State ing such a time. : : 


eae | De Safety at Sea 
| . ‘The national security, the nation's sea commerce, and the 
assurance of adequate aafoty of life and property at sea require an 


efficient, integrated, standardized system of radio. and electronic 


a 
FENN T ETEAR NE T TRO REM REE MORNE STERNER STE TR IRAP SSN eR 


.. gids for marine navigation. .. . : ; a ‘ 
7 | "In consequence, it is vital to the national interest that. the 
United States play a leading role in the development, investigation, 
"election and standardization of a world-wide system for marine 
“navigation. . - oat the earliest practicable moment consistent with 
"i open-tindedness and sound technical judgmont directed toward the 
attainment of optimum results, with due consideration for. the cost 
to ship operators boing kept as ‘eet possible. ... 
“4 "To gimplify standardization, to effect the greatest economy in 
operation and to further the most aconcndoed use of the radio spoc~ 
trum, the joint use of radio aids by both air ani sea craft is. . + 


* 


i eo a ae - RESTRICTED” 
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advocated whore mutually advantageous." - (See Appondix II) 


E,. Safoty in the Ai 


a Pee SLs OE oe, 
Wiad fs 


The nation's air travel and the assurance of safoty of life and 
an property in flight require an officiont, integrated, standardized, 
systmo of radio and olectronic aids to long-distance air naviration; 


therefore "The United States will support and promote a single system 


22 ART TO eI REIT NOEL let pce 
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of electronic long-distance aids to (air) navigation for United States 


and world-wide standardization, ... 


ys” Whe United States will take tho necessary stops to obtain and 
SNe ae ie, : : 7 o 

maintain at all times the qualitative and quantitative data by which 
the choice of olodtronic long-distance aids to navigation can be 


‘determined and furthered intornntionally," (See Appondix Til) 


ae International Communications 
’ 1, ‘Tho United States considers tho International Telecommmi- 


e _ cations Union to be the competent and appropriate international forum 


Me . c - for the vaneone of negotiating world-wide agreomonts: on telecommuni- 
|. gation matters. : | : | | 
2. The United States should be appropriately represented at any 
. intornatdonal teleconmunications conference when such a conference is 
- considered to bo rolated, directly or indircetly, to the national 
defense, - socurity, wolfaro,.or prosperity. 


3. The United States should. foster and oncourage the partici= 
4 ; 


. . pation, for the purposo-of providing advice ‘and information, of experts 


ne tae Pg sss OB gee 9 RRSTRICTED oe ke ee 
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“A. Radio Fremencies 
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from its commercial communications onterpriges in tho work prepara- 


tory to and at telecommunications. conferences which involve tho 


- commercial communications interests of the United States. 
he The fact that both cable and radio facilitias. are required 


by the United States for its overseas telocommunications system shall 


guide consideration of any material matters which affect the avail- 


ability, in the form of continued operation, of either mediun. 


II, Spocific Policy Actiona 


1, The United States gonsi naidors that a biaic guide to follow 
in tho normal assignment of radio frequoneies for transmission purpos 28 
ds the avoidanco of harmful intorference. ee 
ee Longrrange radio fro ogucngies for other than overseas 


” clrewits nornally Ane ere only when other forms of communica-~- 
tion, notably wire eonmuloa tions arg not adequate. | 
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eae Enioritios in the normal peacetime assignnont of radio fre- 


“- gulonctos shold be as follows in the order named: a tec 
ue ae (a) Frequencies used predominantly, primarily, and directly —( 


for national security and defense, which means, that such frequen« 
es gies are used for pur poses which Ar ames to the safety o 


a, - natidon. 
cs — . (b) Erequencios used primarily, predominant Y,and directly 
tg "ke safe mand its ant. property in na conditdons. of distres fare al 
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(c) Frequencies used in services that have no other adequate 
means of rapi communication, when such communication is con- 
sidered to _be aecos sary or desirable in the o_nabional interest. 

re (4) Froquencices used for all other PUEDOGOS, tho assignment 
: of hich mast be judged upon the morits of individual nocd. | 


7B, Radio Spectrum Utilization 


1. In view of the limitations of tho usable radio spectrum, and 


“ 


. to ingure the best possi le roturn from th us thereof, it is in the 


Se os 43 begt aa of the United States in time of peace to require al}, 
Ws igre of its usors to Shed: 


awl 


. (a) Justify, in a satisfactory and. ee manner, any ~ 
Se a 8x except an emergency request, for radio frequencies prior to_the 
ee ee ee sienment of such fre uoncios, and 


(b) Confirm periodically, in terms of pre-determine 


oe: : gtandards, that tho use of a frequency since its latest assign 
rr ae ‘ ae e 


(“ss | ments justified the assignment, and _. = 

— a ae: (c) Submit evidence to indicate whethor the contimed 
“= ggstgmont of a frequency 1s necessary. 

ee ee it will furthor be in the best interests of the United States, in 


-gonside pation Q (b) and (c) heretofore (among other conside tions). 


% to decide by high-loyel. impartial determination, the disposition o 


7 neoy_or frequencics not assigne or ren siencd to a claimant 
gers CE Rs, ee 

_ BOSTRIGTED- i 
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2, Common standards of performanco and efficiency of radio 
~ gpectrum utilization shall bo developed and applied to each type of 
radio opcration, All users of the radio spectrum shall be required 


to adhore to these standards. 


C. Miscellancoug 
| Fixed Service 
de Eroquency-consorying tochniques s_ shalt Ll be applied when- 
og 2 racticable in radio operations and particularly in the operation 
- of point to point radio circuits, Those techniques include such 
devolounents gs single sideband operation and frequoncy-shift keying. tees 


Aeronautical 


S Pe * 3 Public correspondence a hall not be transmitted. on fx = 
.- quencies exclusively allocated to the aerongutical mobile service. 
2. Tho United State orts a _systom of radio commmica- 


pate a ~ .. tion botween aircraft and the stations of Maritime Mobile Service, 


whieh provid 


ee tween aircraft 1 fi ht and £ © poneral public on a world-wide basis, 
: oa ; 
and onhances safet Le ae 
: Maritine pene ere , a | 7 


 gonts to bo the means primarily employed to on assistance or 
“to safeguard lifo and property on the high seas. | aS 
oo ee 
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Amateur 
| i. Tho. Amatour Service ghall bo fostered _and encourazed 
because the immedia ate ave iJabilit to all world arcas of tho Amatour 
“Services's frequencies and the amateurs who utilize them, is vital 
"dyeing times of emergency, whether such emergency bo of a localized 
- nature or national. in scope. | 
2. The United States considers its ow Amateur Service to 


pe vitally necesssry to tho national defengo ext scours because “it os 
ovide 291, of personnel, traine qi the tec ues of tolecommuni~ 
gations, cane skilled operators. . 
aa felegraph 


1. The Govornment of the United States should operate domos= . 


‘ tic communication circuits as it considers nocesgary for the conduct 


'; of Fedoral Government business: further, such domestic communication 


| gdrouits shall be available for any Federal Government uso if such 
" » use is considered to be practicable and to afford economy; provided, 


- LS. there such domestic circuits operated by the Federal Goverhment be - 


. loased_or rented, whenever _possible or practicable. from the commer= 


‘eial communications compani. The Government should not, in goneral, 


= - install its ow domestic circuits wherever adequate and efficiont 


os Dae nay _ be economically leased or rented from commercial 
% ce ae he, See a ere os 
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; 2. Tho United States subscribes to the standardization of  - 7 
/ ans the 5-unit codo of International Talorraph Alphabet Number Tyo. a 
7 3. Tho United States advogates the sliainetiog of special, 
ates for Government telegrams in the International Seryic . 
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a APPENDIX I 


STATEMENT BY THE DEPARTMENT OF DEFENSE 
OF MILITARY DEPENDENCE ON THE 
DOMESTIC (COMMERCIAL) COMMUNICATIONS FACILITIES 
OF THE UNITED STATES 


~~ 


: 1.” General, The nerve system of National Defense is the sum total 
= of all communications systems that are available, ee aren and 
potentially, for the prosecution of any ‘emorgency or war effort. The 
__ operational existones of nation-wide systems of rapid voice and. record» 
Se ~ communications in peacetime ts indispensable from the standpoint of 


a ae (|) meeting the wartime requirements of both the Military Services and 


7 the civil economy. As the - intensity and complexity of warfare con-~ 
, tinues to ineeauee: correspondingly greater Semands. will be mineea 
"oe ON the communications systems of the nation fron ‘the standpoint of 
“pott'é ‘Gireuit capacity and flexibility of operation. It is, therefore, , 
; considered in ‘the vital interest of National Defense that there be 
_ maintained within the United States to meet that need, as many nation- 
wide ee ee ery systems as are economically feasible. 
2, Military Policy Regarding Use of Commercial Facilities. 
It is impracticable to employ similar concepts and standards in 
assossing military and conmercist communications Tequirements. ih the 
a ; * development of. commercial facilities, sansgted revenue anee of natural : 
“consequence be a primo consideration. Military communications, on the | 
other hand, as an essential element of command must first satisfy 


ee needs with economy of force or funds an. ape eee but ‘secondary 


a : ‘RESTRICTED 
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considoration. As a result of this fundamental differonco, itis 


ORS I ES ae MER NORM TE 


_ impossiblé for the Military to enunciate a policy which will under. 


all conditions prescribe the specific degree to which it will utilize 


> RACH ye RONEN 


or depend on commercial communications facilities, It is incumbent 
on all military commanders, in compliance with the basic principle 
of economy of force, to make maximum possible use. of all evleting 
~vfacilities available to them including commercial service, Before 
reaching a docision to employ other than strictly. military facilities, 
each commander based on the conditions provailing in his area must 
weigh any advantages from the standpoint of economy against the result 
, ing. effect on military security and control, dependability of service 
“and the rapid flow of military messages. As general policy,. thorefore, 
it may be stated that the Military Services: will, whenever practicable, 
. utilizo commercial facilities and service in the interest of economy 
aes of force or funds provided that acceptable military standards of 


, security, control, and service can be maintained, 


of the Interior, 


34 Military Use of Commercial Facilities in the Zone 


During the early period in the development of: national: communications 


systems, it was necessary for the Military Services to construct and 
operate their own communications facilities in the Zone of the Interior, 
Today, howover, extensive, dependable commercial communications net- 
‘Works cover the longth and breadth of the United States. From the 
standpoint of security, the risk normally involved in partial military 


ebntrol of its communications has been considered as being relatively 
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low” within the continental United States. This condition is a 


- result of the close working relationship that exists between the 


Military Services and the commercial communication organizations 


and the existence of adequate legislation to permit- prompt government 


operation and control if deemed advisable in the national interest, 
Under these conditions, the construction and maintenance of com- 


pletely separate communications systems within the United States for 


-.exclusive military use would entail an unjustifiable outlay of-funds, 


manpower, and. equipment, Military policy concerning use of commercial 
communications facilities in the Zone of the Interior may, therefore, 
“be summarized as follows: 
“Within the continental limits of the United States, “he 
_ Military Services, in establishing scimnieavions networks for 
cert of interconnecting their various headquarters, in- 
“gtallations and activities, will by lease or other contractual 
“arrangement, utilize commercial facilities and services when 
available and feasible eieene where unusual security or operational 
| conditions are required, The terminal facilities including com- 


munications centers and' relay stations of these networks will be 


' operated and controlled by the Military Services," | 


i 


ce de The Commercial Communications Networks as_a Source of Trained 
- 4 Personnel for Military ilitary Service. 


The Military Services can maintain in peacetime only the nucleus 


. of a wartime communications system. It is also woll established that 
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the impact of a state of war or national emergency on military con=_ 


- munications systems is instantaneous and can only be met through | “iia Ce 


7 imediate expansion of both. trunk and terminal. facilities. 


Modern communications facilities while extremely efficient require 


a comparatively long lead time in the training of operator and main~ 


tenance personnel,’ Hence in the critical period botween the outbreak 
of hostilities and the time when military training. pecerane can meet, 
over-all Aenande, the eens! systems of the United States represen’: 


I 


an important source of additional trained communications personnel — 


In. this: Scmneetleny: it ts the policy of the Military Services _to 


“naintain a close, working relationship with the commercial communica- 


tions aaipetihes of the nation in order that anticipated wartime military 


ee peduivenente may be reflected in peacetime expansion and training pro- 


grams and to the end that emergency military needs for trained “commund- 


Rooslonsaal personnel may be met and with minimum effect on the continued 
. operation” “of vital domestic communications facilities, Further, to 


. facilitate the transition of commercial communications personnel from 


civilian .to military operation, it is the policy of the Military Ser- 


_ vices to utilize fixed commmications equipment of standard commercial . 


design to the maximum possible extent and to prescribe similar opera-~ 


tional and maintenance techniques. 


Be Trends in Military Use of U, 3, Domestic Communi cations Facilities. 


A The Military Services do not foresee the necessity for any 


- RESTRICTED - 
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material change in current policy concorning their use of commercial 
facilities within the Zone of the Interior, In. both peace and WEE: 
these facilities ae proven to be operationally reliable and fully 
ompenalve to military requirements, This, in effect, means that 


for continuous, effective coordination of military operations within _-— 


SS 


" the United States, the Military Services will remain largely des 
-. pondent on ‘the commercial commmications systems of the nation, 
tate: while not being in a position to. pees Jud enon’ on measures _ 
. designed to improve the economic well-being of the commercial com-. 
Pontes, + the ees pesvaces, will have ¢ a . vital Aone rees in any 
eae of es cceeeeeiat Gotan 


oe ee The advent of long-range, highly destructive warfare, including 


: . ' 
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“intensive infiltration by-subversive elements, will require greatly 


“Anereased defensive measures on the part of both military and 


.: edwildan agencies. . The impact of this increase on the domestic 
communications facilities of the nation has not been Sully Sevens — 
‘mined, but may reasonably be expected to be of considerable” pro 


2 = * 


ile anan ae 


« Instrumentalities now exist which provide that in time of war 
or national emergency, ‘the total telocommunications resources of the 


| 3 natd on: can be placed at the disposal of the governnent. The Mii tary 


ieee 4 A 
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Services are a age howover, that any successful prosceution of a 


4 Awan effort will require that all cai contributing to this effort 
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be afforded use of these facilities on a just.and equitable basis, and 


in addition, must insure reasonable safety, comfort; and security for ~~~ 


- the civilian populace, To this end, the Military Services believe 


that the domestic communications systems of the United States should 

be as efficient and dependable as sound engineering, reasonable economy 
and good operating practices will allow, and thee Gi cecil ip sahead 
reflect not only the ability to handle greatly increased wartime siinee 
but maximum flexibility in terms of as many alternate routings and types 


of facilities as can be had consistent with tho ability of the commer- 


-eial companies to realize a reasonable profit from their investments. 


1 
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‘APPENDIX II 


UNITED STATES POLICY FOR RADIO 
AND ELECTRONIC AIDS FOR MARINE NAVIGATION 


The national security, the nation's sea commerce, and the assurance of ade- 
quate safety of life and property at sea require an efficient, integrated, 


standardized system of radio. and electronic aids for. marine navigation, —~- 


A multiplicity of new radio and electronic devices and systems possessing 
potential applicability for marine navigation have been developed during 
recent years, both at homo and abroad. In fact, the devices and systoms 
which have been developed and made potentially available as aids to navi- 
gation are so numerous that standardization is mandatory if the encourage- 


— 


economically and realistically. 


In congequence, it is vital to the national interest that the United States 
play a leading role in the developmont, investigation, selection and stan- 
- dardization of a world-wide system for marines navigation. This role should 

be played at the earliest practicable moment consistent with open-minded~ 
ness and sound technical judgment directed toward the attainment. of opti- 


mum results, with due consideration for the cost to ship operators boing 


- kept as low as practicable, 


An open-minded attitude shall be maintained toward novel systems and de= 


vices which eventually may develop to be superior to existing systems. 
This attitude, however, shall not be permitted to retard the adoption of 
a world system based on systems already proved and in wide use over 4 
large part of the world's waterways. . 


_-. To simplify standardization, to effect the greatest economy in operation 


. wy Navigation 


‘and to further the most economical use of the radio spectrum, the joint 


use of radio aids by both air and sea craft is hereby advocated where 
mutually advantageous . 


The policy contained herein is applicable for domestic guidance as well 


“as for usc as a basis for international discussions on standardization 


of devices, systems and performance. 


For the present and at least the immediate future the following devices 


; and ‘systems are advocated as being practicablo. 


MA, Antd-Collission. 
- The use of radar shall be encouraged in order to erhance safe 


and economical operation primarily to reduce the risk of collision. 
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B, Position Fixing. 
“1, Distances over fifty miles. 


(Aid to ocean navigation requiring accuracy of a and 
allowing 15 minutos to obtain position fix.) 


(a) Loran - This system shall be continued, improved 
and expanded, 


(b) Shipboard MF/DF with radiobeacond (useful up to 
- 200 miles), This system shall be continued, 
improved and expanded. 


Be Distances betwoen 50 and 3 miles. 
as (Aid to approaching land, coastal navigation and port 
approach requiring one-half mile to 200 yards accuracy - 
-and allowing 5 minutes to one-half minute respoctively 
=. to obtain position fix.) ; 


_ (a) Shipboard MF/DF with sca Spaanone: This system 
- ghall be continued, improved and expanded. 


Pe ene tee ~ (b), Shipboard radars, Their use shall ba encouraged 
a oe and the devices shall be improved. 


os 8,. (¢) “Radar aids, both activo and passive. " They are 
Cate oes a8 ~ necessary for the special marking of navigational 
- 7." - adds, dangers and shore features, ‘to facilitate 
ee een ee ‘identification by radar. Thoir further develop= 
Te a Te ment for purposes of operational evaluation should. . 
be. :continued, eee E eae es Oe 


: “ oe 2 ae -Dasbencea lesa “isin 3miles,: °° Oe Baas 


os oe "(Aid to harbor entrance requiring 50. waide accuracy and 
“instantaneous position and track fixing. ) 


ely neha eG Shipboard radara (high resolution). Their use 
Pap OS ges “=. ghould be encouraged and the devices shall be 
'. improved. © 


moe (b) Radar'aids, both active and passive. thoy are 

q. + 4 necessary for the special marking of navigational 
ae aids, dangers and shore features, to facilitate 
‘identification by radar, Their further develop- 

- ae ment for purposes of eparey sone) evaluation should 
es eae be continued. 


. | RESTRICTED 
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; (c) Shipboard MF/DF with radiobcacons. This system 
shall be continued, improved and cxpanded. 


II. Harbor Control and Harbor Communication. 
A. Harbor Control Radar. 


TE RGU AIM NSN em NR mene RN nme a nem MOY 


This servico shall be provided as required. © 
- B, Harbor Control Communications, 
-VHF Radiotelephone channels for harbor control purposes 


a ghall be provided. Tho channels and modulation should be 
= standardized internationally. 


- eo spear p ey ROME TS SET 


Big. at, EET Frequoncios.. 


-The United States shall advocate the international atandardization of 
frequency allocations for use or operational evaluation with respect 
to the above devices and systems. 


It is believed that the frequency allocations recommended to the Do- 
partment of State by the Interdepartmental Radio Advisory Committee 
and tho Federal Communications Commission will meot the operational 
_ *- and technical requirements of the radio navigational devices and 
“ ccomgystems herein designated, Those are as follows: 
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E 

t 

I 

; 

A, Shipboard Radar: = —«3000 to 3246 Me | | 

OP ae - 5460 to 5650 Nie | 

Pe tee a © aaa aia ae Fa 0980 to 9500 Me | 
eae: Radar Beacons: ~. 7 3256 Mes £10 Mc a 
hee 5450 Mes £ 10 Me 7 

9310 Mes £ 10 Me” i 

cet es , | | agile 3 | 

0, elorant. ©: - 8 e 800 he 2000, ko" ene ee 

te. : aa : i. ey ise , * of f 
D. LF/WF Radiobeacons - 280 to 320 ke. ~ i 

_ BE,» Harbor Control Comnmuni~ age % ; 

~ cations in tho Band: — 2152 to 162 Me 4 

| ee | 
i 


seaport a A at terete tr 
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APPENDIX III 
UNITED STATHS NATIONAL POLICY ON-ELECTRONIG---- 92° 0 5 0 eee 
LONG-DISTANCE AIDS TO NAVIGATION* 7 c 


e 
dhe: Pee NEHER IREpOTERETE ES Oe 


POLICY 2 


1. Tho policy of the United States in rospect to eloctronic long-dis- 
tance aids to navigation ia as follows: 


— 


‘a. The United States will support and ‘promote a single system of 
electronic long-distance aids to navigation for United States and 
world-wide standardization, : 


SORE ERLE NT I IT 


eit cial 


') by, Ab the present time tho aids which the United States has 
BA ae adopted and now supports and promotes are Loran and high-power 
LY/MF Non-Diroctional Beacons in that order of preforence. 


SIN OE PR TE 


- (1) "Loran" is considered as one type of aid regardless of 
the frequency employed. : 


(2) Loran will be continued, improved, and expanded to provide 
noeded coverage, The choice of a frequoncy for Loran installa- 
tions in any particular arca will be governed by the roquire- 
ments to be met and the frequencies available in that area. 


(3) Wherever it is technically, economically or operationally 
dopirablo, tho Unitod States supports L'/MF Non-Dircctional 
“.Hoacong of sufficient powor to moot requiremonts in a spocific 
pupae ee eg BECO. . 8 
he ou ot (A). Rocognizing the special recommendations set forth in Ate 
SoS ay Th = a. tachment A of the draft document, "Annex 10 to the Convention 
— “off International Civil Aviation," during the interim period 
the continued use or oxtcnsion of othor systems will not be 
/.*~ aceeptable if such systom or systems require airborne or ship- 
ee _ ‘borne. equipment in excess of, or differont from, that required 
reo: gor the use of Loran or LF/MF NonrDirectional Beacons. 


g. The United States will take the necessary steps to obtain and 
maintain at all times the qualitative and quantitative data by which . 
the choice of electronic long distance aids to navigation can be 

* determined and furthored internationally. . 


(o> €Appxoved by TCC. (Document No. 557), January 31, 1950 
ae Approved by AGU (Documant No. 58/5D),, April 19, 1950... 


ar ore 


ee Ped Ca Se RESTRICT - 
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APPENDIX IV 
- REFERENCE SHEET . x 


ra 
« 


Genoral Tolecommunications Policy 

A. Public Communications--Purpose Communications Act of 1934 

B, Public Communications--Policy New 

CG. National Dofense - Executive Order #8546, dated 
: Septembor 24, 1940, dofining 


functions and duties of Defenge 
. Communications Board 


D. Safety at Sea — | United States Policy for Radio 
and Electronic Aids for Marine 
Navigation, 1947 


E, Safety in the Air ; Air Coordinating Committee 
Document 58/5D, April 19, 1950 


.F, International Communications | Present practice 
II, Specific Policy Actions’ 
1, Atlantic City Convention 


2. IRAC Report to Subcommittees 
of the House Committee on Inter-= 


“a Radio Froquoncies ee 


% nae, 7 a LR ‘state and Foreign Commerce, 
ee 8lst Congress, 2nd Session — 
Be Radio Spoctrun Utilization "Proposed : 
> rs Oa, Miscellaneous m ) fey : 
Fixed | “46 ae ee ‘ e Atlantic City Convention, Art, 42 
ee : eto Atlantic City Radio Regulations, 
a hos, Seetdions 396 and 398 
gO shh : |. Aeronautical coy a7 ows" Atlantic City Radio Regulations, 
Se ae ae En Perce se _ . Article 27 — 


. 
x . 
OL SN ETRE TRIE IL PEROT NRRL PE MEE CELESTE LE LONI RPT SI ITE aT EO I TE TT IT TN EE TT EE TT 


Maxitime °° (o.. = Atlantie City Radio Beenie tones 
peti. gah Santee Articles 5 and 33 


a 7 4 “Amateur ; s roe os" Present Practice 
3 Telegraph § } oo a or. UY, S, proposals to International. 
eC ee RS aie ee Rene ce Telegraph and Telephone Gon- 
A a forence, Paris, May-August, 1949, 
‘. Pas Ae ee Oe ‘(Report of Chairman.of U, S, Dele- 
Ba Aisa gen thc Oe he a ean dated Oct. 31, 1949). 
= > RESTRICTED” 
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Appendix IIT. 
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Military Statement re Domestic U. S, Communications, 
(Department of Defense) 


"United States Policy for Radio and Eloctronic Aids 
for Marine Navigation," Prepared by an ad hoc 
committee headed by Admiral Merlin O'Neill, U.5.C0.G., 


and representing all major U. S, maritime interests, ~~~ ~ 


Approved by the Telecommunications Coordinating 
Committee on September 49, 1946, TCC Document ile, 


ACC+ 10C Document on Electronic Long-Distance Aids 
to Navigation. : 


ee 
* s wey & tpaeda ithe peng ay odepeTfe seen gygerrennmere ttt 
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HISTORY AND ORGANIZATION 


President's Communications Policy Board — 


Shortly after the appointment of the President's Gonna 
cations Policy Board on February 17, 1950, the Chairman came to 
Washington to diseuss plans and programs with officials in the 

, On March 10, the Board held its firet nesting 4 in the offtees 
of the Federal Communications Commission, Federal agencies con= 
cerned with telecommunications problems were represented, The 


meeting was devoted to a review of specific issues related to the 


"Board's mission, At this mecting, the Signal Corps invited the 


Board to set up its offices in the Pentagon, and undertook to prow 


... vide necessary administrative services, During the next month, the 


Board commenced organization of its staff.. 


The Board held 59 sessions, Procedure was informal and off 


the record, Much of the time in these sessions was spent in dis- 
~~ cussion and analysis of major telecommunications protlens’ and 


PoLteece with specially qualified people in Government, in paves 


and in private life. ‘This procedure enabled the Board ‘to | secure 4 


maximum of pertinent data in minimun time. 
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| the issues before it from a large numberof Government and private 


ae The Board also requested and received einai statements on 


k i 


PRE SE EER TTT TE NRE EINE S IRATE SLT NET | ATRIA MT CIPI E TCR PS 8 TA GR rea NA te et A 


Thomson, Staff Director and chief executive officer, for his effece 
on .. tive anagoment of the staff work of the Board, It also wishes to — 
- thank: Fred ©, Alexander, who ably organized and directed the technical 


- studies, particularly on frequency utilization, which have contri- 


ingore, Ralph 0. Smith, Ernest Ce Shaffer, and John J. Keel. 

= hese: senior members were. assisted by Julia M, Gilbert and 

- Charlotte Hazard. Margaret a: iyers and Doris Gates served as 
| Secretary to the Board, Carol Ashworth, Robert J, Eames, and 


Betty Te rere gave, eccrones and clerical assistance. 
erty and editing “the report. 


am normal call to duty, and in a very ‘real sense ‘shared, in the 


work of the Board. oe ; 
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officials and experts,  Mombers of “the Board and its staff drew 
heavily on these and other sources on an informal basis as well, 

A small san HYShIg ebuno bans professional staff was set up 
to make detailed studies and analyses of telecomminications poli- 
cies and problems, | 


The Board wishes to express its indebtedness to Charles’ A. He 


PTY RATTLES LOO PEE IAT FTE ER ITI TINY AEN Tee aE RE rN ET RUT OLE erence Se RES ot 


buted so much to the report. 


Other senior members were William E. Plummer, William Pe 


Fe G, Fassett, JPes dnd Charles Schwarz gave special help in 


- ALL. members of the Staff contributed time and energy. ‘beyond — 7 


EOE I MATE IE OTL ee AE TTT Te en eng eR TIT MG ICI 


‘\ Geo ge ack, te coe 
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“The Board contracted with Ford, Babbin and Davis, cenginoors 
for a study of the economics of the record communications industry, 
‘and with Dr. Bonnar ‘By Brown of the Stanford Research Instituto 

for special economic consulting service. 

Many Goverment, departments and agencies~--in particular; 


the Federal Communications Commitee is the peiet ene of Defense, 


en avablabice a large mass of detailed “information about telecommunica= 
“-tions operations and policies, These agencies prepared special 
reports for the use of the Board which permitted a more Seaeenons fs 
give view of the telecommunications system of the country than had | 
coepeeuscuely ee available -in any one place. 
_ Without ee opportunity to tap special poeoureees tne Board 


could hot have, in ‘the ‘time ceuuaee ecvered ‘the ground Bevereany: = 


tes to Souplebtor of its report. 


a . ™ *. * * oye % 
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